Two “Ifs” in Reparations Plan 


BY ROBERT CROZIER LONG 


Hjalmar Schacht, President of the Reichsbank, Berlin, Recalling 
an Economist’s Contention that Germany Never Really Re- 
ceived the One Billion Dollars She Exacted from France, Says 
Germany Can Pay Reparations if the Allies Want Payment. 


MILD panic lately spread through 

Europe as to the perils supposedly 

impending through the ever-greater 

authority of bankers in interna- 
tional politics. The Dawes committee set the 
ball rolling. Dawes is a banker, ran the com- 
plaint; the Dawes report may settle repara- 
tions; Europe’s and the world’s fate is inter- 
woven with reparations; therefore bankers 
will dominate the world. A German pushed 
this doctrine to-its ultimate extreme by pro- 
claiming that American bankers will dom- 
inate the world. 

The panic, if absurd, is natural; for Eu- 
rope’s questions are fundamentally money 
questions, and bankers are the only class 
which deals exclusively in money. Yet one 
banking man, a man who is no longer in a 
position to profiteer from any bank opera- 
tions has done more to solve European prob- 
lems than any of the panic-mongers. This 
banking man is rijalmar Schacht, now pres- 
ident of the Reichsbank at Berlin, before 
that Federal Currency Commissioner, and 
before that a plain private banker. 


Preliminary Work 


esd the Dawes committee proved to be 
able to draw up a constructive report 
was largely because Schacht paved the way. 
Owing to Schacht’s rapid reforms, the com- 
mittee found Germany in a condition which 
gave hope of ultimate salvation. The mem- 
bers of the committee found hope instead 
of despair. They found a stabilized currency, 
stable prices, balanced state finances, return- 
ing confidence in business, declining unem- 
ployment. It was this improvement which 
proved to the Dawes committee that if reas- 


onable reparations conditions were devised 
Germany might herself do something and it 
is this improvement which has so far pre- 
vented the committee’s recommendations 
from running into nothing as did the recom- 
mendations of the international experts who 
visited Berlin towards the close of 1921. 
Hjalmar Schacht could undoubtedly wear 


Will Pay—If 


| the accompanying article 

Robert Crozer Long, Berlin 
correspondent, tells about one of 
the most prominent figures in 
Europe today, the German bank- 
er who conducted the delicate 
operation of stabilizing the Ger- 


man mark, and whose work 
paved the way for the success 
of the Dawes Committee. 

Hjalmar Schacht, President of 
the Reichsbank, Berlin, is an op- 
timist on the subject of German 
reparations. He believes Ger- 
many can and will pay, but 
points out the contention of an 
economist that Germany never 
benefited by the French indem- 
nity, and indicates that, after all, 
there may be some question as to 
whether or not, in the last analy- 
sis, the Allies will want the in- 
demnity. 


a label inscribed “I did it,” meaning that he 
and no other man created the rentenmark 
and stabilized the paper mark, the two meas- 
ures out of which the subsequent ameliora- 
tion in Germany’s condition proceeded. Ever 
since Nov. 20, 1923, when the creation of 
the rentenmark made possible the stabiliza- 
tion of the paper mark, scores of Germans 
have been claiming the first notion as their 
own. Even such acknowledged experts as 
the late Dr. Helfferich, once Finance Min- 
ister and before that a director in the 
Deutsche Bank, made the claim. All the 
claimants had proposed something like the 
rentenmark solution years before it was 
tried. But Dr. Schacht, who never claimed 
to invent the rentenmark, was the man who 
brought it into use. The fact that he is 
chief of the Reichsbank today and that he 
is Germany’s real negotiator in all repa- 
rations questions is due to the skill shown 
by him in this critical and dubitable issue. 


A Substitute for Gold Currency 


HE rentenmark reform has been ridi- 

culed as a bluff. Schacht himself did not 
welcome the rentenmark. The rentenmark 
is a pure paper currency, which is not con- 
vertible into gold, and which is convertible 
only into mortgage-bonds, expressed in theo- 
retical “gold marks,” and secured by mort- 
gages and bonds issued by real estate and 
industry. In practice, the rentenmark is not 
secured. Its stability, maintained so far, is 
an outcome of the fact that the rentenbank 
has managed to keep its circulation below 
the maximum figure of 2,400,000,000 renten- 
marks fixed by law. The rentenmark was 
not quite a paper currency. At best it was a 
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surrogate for a gold currency; and Schacht, 
who from the first stood for a real gold cur- 
rency, doubted the experiment. Yet, being 
given this imperfect and distrusted instru- 
ment by the Stresemann Cabinet, Schacht, in 
his then capacity of Currency Commissioner, 
turned it into a powerful and reliable weap- 
on; and five days later managed to stabilize 
the paper mark which had been going down 
headlong since the armistice. 

By showing that he could work magic 
with the doubtful rentenmark, Schacht 
gained so much international confidence that 
he was able to go on with his own original 
scheme, the creation of a Gold Discount 
Bank; and for this actually succeeded in 
getting from London capital and credits to- 
taling £15,000,000; and, on top of this, the 
offer of rediscount credits from the United 
States. 

The improved condition of Germany today 
is entirely due to the currency stabilization, 
and is therefore Schacht’s work. Stabiliza- 
tion was the beginning. It began the bal- 
ancing process in the federal finances, Here 
a very big risk was taken, because without 
stability of the currency budget balancing 
would never have been achieved, and had 
balancing not been achieved the newly-at- 
tained currency stability must have been lost. 
Germany here escaped a new crash by the 
skin of her teeth. 

In October 1923, a few weeks before the 
rentenmark was introduced, one of the ten- 
day reports of the finance ministry showed 
that less than one one-thousandth, of expen- 
diture was being covered out of revenue. 
The cause of this was that owing to the cur- 
rency depreciation the buying-power of the 
tax-yield dwindled to nothing before it could 
be expended by the government. The remedy 
was to stabilize the currency, but the cur- 
rency could not be kept stable if, owing to 
deficits, more cash was every day being fab- 
ricated out of nothing. 


Forbidden to Inflate 


ROM Nov. 15, when the rentenmark 

first appeared, the Government was for- 
bidden to inflate via the Reichsbank. For 
the term of weeks or months which must 
transpire between this prohibition and the 
balancing of the budget, the Rentenbank was 
to give the government credits not exceed- 
ing 1,200,000,000 rentenmarks, or a mere 
$300,000,000. If the budget did not balance 
before the $300,000,000 was absorbed by defi- 
cits, the whole scheme would fail, because 
the government, if it was not to stop func- 
tioning, would have to resume inflation. In 
fact, within a few weeks the whole $300,- 
000,000 was borrowed. But the tax-yield, 
now coming in in stable-value money, in- 
creased so rapidly that not only did expendi- 
ture and revenue accounts speedily balance, 
but the government was also able to pay 
back a small part of its borrowings from the 
Rentenbank. 

The improvement was amazing. Where- 
as in the Finance Ministry’s first ten-day 
report, issued after the rentenmark’s ap- 
pearance, revenue covered only 4.1 per cent 
of expenditure; a month later, at end of 
December, it was covering 57.8 per cent, and 
in the last ten-day report issued in April 
1924 it covered 123.7 per cent. This would 
not have happened had not the old paper 
mark, the Reichsmark, in which part of the 
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taxes were paid, been stabilized immediately 
after the rentenmark’s appearance. Within 
five days, on Nov. 20, Schacht came to his 
bold decision to depreciate the paper mark’s 
exchange at home to its level abroad (that 
is to 4.2 trillions to the dollar) which meant 
a depreciation of exactly one-trillionth. As 
result, the whole then paper-mark circulation 
of 92,844,720 trillions was reduced in gold 
value to a mere $23,000,000, and became in- 
significant beside the $600,000,090 which was 
the maximum allowable circulation of renten- 
marks, The paper mark in consequence be- 
came relatively scarce; its exchange was 
easy to support, and it has since rarely fluc- 
tuated from the official figure. 


Revival of Business Confidence 


_— this skillfully conducted operation 
sprang the budget-balancing, the price 
stability, the revival of business confidence, 
and the rapid recovery of trade. in four 
months unemployment declined from 1,600,- 
000 to 740,000, and is still rapidly declin- 
ing. And from the same source sprang an 
international confidence in Germany which 
smoothed the way for the Dawes Committee 
and which put resources of the Bank of 
England at Germany’s disposal. This last 
e ent, by making possible the foundation of 
Schacht’s Gold Discount Bank, will exert 
a powerful beneficial influence upon Amer- 
ica’s export trade. For the Gold Discount 
Bank announces that it will grant credits 
for import only of raw materials needed for 
home manufacturing and for re-export in 
finished form. With this Germany’s difficul- 
ties in drawing supplies of American cotton, 
copper and other necessary goods ought to 
come to an end. 

The German who achieved this is a 
banker who first qualified as an economist 
and an international trade expert. Schacht 
was born in 1877, and is therefore 47 years 
old. Like Albert Ballin, he was educated 
in Hamburg; but he studied economical 
questions in Berlin, Munich, Leipsic and 
Kiel; and his first independent work was to 
write a doctorial dissertation: “Theories of 
the English Mercantile School.’ When 23 
years old, Schacht was an official, engaged 
in the Central Department for Preparation 
of Commercial Treaties; and as he had lean- 
ings toward freer international trade he 
worked for a couple of years as secretary of 
the Association for Commercial Treaties, an 
organization which strongly agitated for 
lower German duties. When little over 
thirty Schacht was a director of the Dresd- 
ner Bank. 

During the war he organized the Note 
Bank at Brussels; and from 1916 until last 
year he was a director of the combined 
Darmstaedter and National Banks. Schacht 
became a political figure only in November 
1923 when Chancellor Stresemann made him 
Currency Commissioner, with a right to sit 
in the Cabinet. That happened in the midst 
of the fearful currency crisis which was pre- 
cipitated by the Ruhr passive resistance, and 
which convinced politicians that the five 
years’ inflation era must be brought to an 
end. On Jan. 1, after the death of Herr 
Havenstein, who was held primarily respon- 
sible for the inflation, Schacht was appointed 
president of the Reichsbank. That is today 
his formal position. Informally he is Ger- 
many’s chief negotiator in reparations. ques- 


tions, and has almost unlimited influence in 
currency and financial matters with the Cab- 
inet of Doctor Marx. 


Optimistic on Reparations 


Dy reparations dominate Germany, Schacht 
is Germany’s most important citizen. 
As reparations dominate Europe, Schacht 
becomes one of Europe’s outstanding figures. 
No man since Chancellor Wirth’s time has 
so much enjoyed the confidence of the 
Allies. Unlike Wirth, Schacht is really 
competent. His position with the Allies is 
strengthened by other factors. First, he is 
an international man, speaking very good 
French and English; and this accomplish- 
ment counts, for in linguistic domains nego- 
tiators of the Allies do not exactly shine. 
Second, Schacht is an optimist on the repar- 
ations question. He believes that Germany 
can pay reparations, and he makes no con- 
cealment of his belief. But on this matter 
he has certain reserves and qualifications, 
which he does not express when negotiating 
with the Allies, but which he put forth very 
plainly in a talk with the writer of this 
article on May 2. 

The first question raised was whether 
payment of reparations within the limits of 
the Dawes scheme is possible. Schacht said 
emphatically, “Yes.” 

“The sums laid down in the Dawes report 
are practicable,” he declared. “They can be 
paid by us. That view I have always held. 
The payment of 2,500,000,000 gold marks 
considered by the committee reasonable in 
the fifth year, or in a ‘standard year,’ as it 
is put, is not above our strength. There may 
be difficulty in paying the smaller sums laid 
down for one or two of the earlier years. 
But in general it is merely a question of 
creating an active payment-balance by means 
of creating first an active trade-balance. 
Some people, and not only Germans, say 
that we cannot do it; that we are too poor. 
I am certain that we can do it. It means the 
loss to us of goods produced up to the value 
stipulated. But we can bear that.” 

“Your Government has accepted the 
scheme, but private German experts do not 
share your optimism,” I observed. 

“T would not admit that,” he replied. 

“The great question is whether German 
business, that is the classes which will pro- 
duce the exportable goods, believe that it 
can be done. In general, business does be- 
lieve it. Germany can bear the reparations 
burden, business believes. But there are two 
big ‘ifs.’ These two ‘ifs’ are usually ignored 
both in Germany and in Ally countries. 

“First is whether you (which means the 
Ally countries) want payment of repara- 
tions. That is whether you want the 
inevitable German exports surplus. So far 
Ally countries have given no sign of want- 
ing it. They want ‘reparations,’ by which 
they vaguely understand a delivery to them- 
selves of Germany’s annually produced 
wealth, but when you tell them that that 
means German exports they show fright. 
The Ally publics may be fooled as to what 
‘reparations’ mean, but the Dawes Commit- 
tee was not fooled. German reparations, it 
knew, could be paid only by German 
deliveries of goods. Some deliveries will be 
in kind, immediately. All deliveries ultimate- 
ly will be in kind. 

(Continued on page 801) 
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Prosperity Through a Reduction 
of the Re-Discount Rate 


BY E. E. AGGER 


Alleged Reason for the New Rate Established by the Federal 
Reserve Bank of New York. How Can a Lower Re-Discount 
Rate Stimulate Prosperity? Prevailing Situation Not Likely to 


Be 


ARLY in May the Federal Reserve 

Bank of New York, reduced its 

official re-discount rate from a 4% 

per cent to a 4 per cent level. The 
Cleveland reserve bank, after a lapse of sev- 
eral weeks, took similar action, and there was 
talk of other regional banks following their 
lead. The action taken by the New York 
institution has led to much discussion as to 
the need for and purpose of rate reduction 
at this time. 

The banking situation has undoubtedly 
been favorable to reduction. But this situa- 
tion is not a recent development. A glance 
at the chart showing the development of re- 
serve percentages will disclose that for 
months a reduction in rates would, from a 
purely banking point of view, have been 
amply justified. But instead of reducing 
tates as surplus reserves accumulated there 
has been a distinct tendency to avoid the 
appearance of using our large gold stocks 
as a basis of credit inflation. The Federal 
Reserve Board has officially taken the posi- 
tion that we are the temporary trustees cf 
much of this gold, and that we must so 
adjust our procedure in connection with it 
that we can in due season return it to those 
who so sorely need it for the rehabilitation 
of their own currency and credit systems. 

The reason most commonly alleged for 
the reduction of the rates is that the Reserve 
Bank wished to do what it could to revive 
a waning prosperity. Assuming that this 
was at least in part the motive that in- 
fluenced the New York institution, two in- 
teresting questions suggest themselves: 

First, How can a reduction of re-discount 
rates stimulate prosperity? and 

Second, Is the immediate situation likely 
to be responsive to this stimulant? 

An examination of the circumstances 
germane to the answering of these ques- 
tions leads to the conclusion that no very 
brilliant results are likely to follow. 


How Can Lower Re-Discount 
Rates Stimulate Prosperity? 


and loan rates and prices 
paid for the use of capital. Changes 
in these rates are of great significance to 
all who for any reason are forced into the 
market to borrow funds. A lowering of the 
rate from 4% per cent to 4 per cent is also 
more significant than at first sight it appears. 
As % per cent is one-ninth of 4% per cent 
the reduction in capital-borrowing-cost is 
thus over eleven per cent. 

It needs hardly to be said that capital is 


a factor of commanding importance in 
modern business. The great scheme of 
division of labor and exchange which under- 
lies our modern business structure depends 
upon adequate accumulation and investment 
of capital. Our modern system is, indeed, 
called the “capitalistic” system. Hence for 
the individual business man adequate con- 
trol of capital is a vital factor in success. 

Changes in the rates for discounts and 
loans have both a direct and an indirect 
significance. 

Lower rates for all necessary borrowing 
obviously imply lower capital costs for the 
individual, and consequently broader profit 
margins. Lower money rates also stimulate 
speculation. It is a well known fact that 
“easy money,” by facilitating speculative 
transactions, tends to increase their volume. 
And speculation in modern economic life— 
in security markets, in the markets for the 
great staples and even in unorganized 


The Re-Discount 
Rate 


H OW can a reduction of 
re-discount rates stimulate 
prosperity? Is the immediate 
situation likely to be responsive 
to this stimulus? 

The foregoing questsons are 
raised by E. E. Agger, Associate 
Professor of Economics, Colum- 
bia University, in the accompany- 
ing discussion of the reasons 
which impelled the Federal Re- 
serve Bank of New York to re- 
duce its re-discount rate from 4% 
to 4 per cent in May. 

It must be borne én mind at 
the outset that the Federal Re- 
serve Bank of New York has 
made no public statement of its 
reasons for changing the rate. 
The writer discusses the reason 
most commonly alleged, that the 
bank wished to do what it could 
to stimulate business. 

In his opinion the present busi- 
ness situation ts not likely to be 
much affected by the lower rate. 


Much Affected by Reduction in the Official Rates. 


markets—is a phenomenon of far-reaching 
influence. 

The indirect effects of changing money 
rates are those summed up in the term 
“psychological.” Easy money breeds con- 
fidence, and, where so many business out- 
lays have to be made in anticipation of 
final return, “confidence” in the business 
future may make all the difference between 
“prosperity” and “depression.” 


Money Rates Affect Prices 


HESE direct and indirect effects of 

changes in money rates react upon 
prices. As already stated, lower capital 
costs for the individual business man widen 
profit margins. The desire to increase the 
advantage flowing from such a situation, as 
well as the desire to anticipate probable 
price increases of supplies and raw ma- 
terials, leads to expanded buying. Lower 
loan rates also tend to increase speculative 
purchases, because the speculator associates 
rising prices with easy money, and hence he 
broadens his operations on the “long” side 
in order subsequently to profit by the ex- 
pected rise. The result of increased buying 
by business men and by speculators is an 
upward movement of prices. 

The process tends also to become cumula- 
tive. Prices once started upward tend to 
keep moving upward unless checked through 
declining credit supplies and increased rates 
for funds. It is the upward price move- 
ment, however, which is always associated 
with “prosperity.” 

In applying to concrete practice the gen- 
eral theory of the relation of money rates 
to prosperity, it is always necessary to take 
account of certain limiting circumstances. 
These are varied in scope and in importance. 
First it may be noted that the cost of 
capital is after all only a single cost ele- 
ment. Other important costs for the busi- 
ness man at any given moment are labor 
costs and the outlays for supplies and raw 
materials. These costs as well as capital 
costs have to be taken into account, and it 
may well be that at the moment when 
money rates are reduced, developments in 
the other fields tend to offset the advantages 
of lower money rates. Under such cir- 
cumstances the business man would not feel 
impelled to expand his operations and to 
broaden his purchases. 

Similarly, favorable speculative influence 
may be counteracted by other factors both 
practical and psychological. 

Practical factors of much importanee are 


crop conditions, the 
labor situation and 
the state of foreign 
trade. Talk of 
strikes or other la- 
bor trouble always 
exercises a restrain- 
ing effect on busi- 
ness. Moreover, 
crop failure or any 
condition which nar- 
rows the_ buying 
power of the agri- 
cultural classes, acts 
as a restriction on 
general business, be- 
cause for Ameri- 
can industry, at any 
rate, the chief mar- 
ket is to be found 
on the farms. The 
foreign trade situa- 
tion is important, not 
because our foreign 
trade constitutes so 
large a percentage of 
our total economic 
interest, but because 
in special lines it ex- 
erts a disproportion- 
ate influence. For 
cotton, for wheat, 
for pork, for agricul- 
tural implements and for some other manu- 
factured articles, the condition of the export 
market is of outstanding importance: 

On the psychological side politics, of 
course, always plays an important role. 
The domestic political situation may be such 
as to reassure business men; or, reversely, 
party strife and debate over questions of 
policy may lead to uncertainty and busi- 
ness hesitation. In the sphere of interna- 
tional politics many things arise to affect 
the business situation. Anything leading to 
conflict and misunderstanding is bound to 
have a depressing affect. 

Thus immediate and prospective devel- 
opments in the field of agriculture, of labor, 
of foreign trade and of domestic and in- 
ternational politics must be carefully ap- 
praised before one atempts to draw safe 
conclusions as to the business results of 


“easy money.” 


Limited Scope of Re-Discount 
Rates 


NOTHER circumstance which narrows 
the effect that lowered re-discount rates 
have on prosperity is the limited scope of 
re-discount rates themselves. They are ap- 


plicable in the first instance only to “short- 
term” needs. That means that they have 
to do only with “circulating” or “commer- 
cial” capital requirements. Still, under our 
system, both absolutely and relatively the 
amount of capital in “circulating” or “com- 
mercial” forms is large and turn-over is 
frequent. Hence the influence of short- 
time money rates cannot be too heavily dis- 
counted simply because they are “short- 
time” rates. 

But as we go from “short-time” to “long- 
time” needs the influence of changing money 
rates is less immediate and complete. 
Facility of borrowing when money is easy 
affects the prices of readily-marketable 


bonds. Such increased buying naturally 


to supply currency. 
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This graph shows how largely the reserve system has been utilized by member banks 
f The change noted during the period 1921-24 is due to the heavy 
gold imports. These imports were substantially paid out in the form of gold certificates. 


tends to push up the price. Marketability 
is, however, a prime requisite. Unless 
bonds so purchased can be quickly sold 
without risk of serious loss, purchasing 
them with borrowed funds would prove too 
hazardous. 

Lower money rates similarly exert an 
upward influence on preferred stocks with 
defined and proven yields. Here too ready 
marketability is of large importance. But 
as we go from bonds and established pre- 
ferred stocks to the more speculative com- 
mon stocks the effect of changing money 
rates is likely to be less certain and pro- 
nounced. In individual stocks the effect of 
changing money rates is likely to be over- 
whelmed by differing prospects of earnings, 
etc., of the corporation concerned. Finally, 
in “long-time” borrowing not based on 
standardized marketable securities, as for 
example, in real estate mortgages, the imme- 
diate effect of lower money rates is likely 
to be slight indeed. Mortgage interest rates 
may remain at given levels in different 
markets for years at a time. 

The stimulating effect of lower money 
rates is, also, only temporary. This grows 
out of the fact that there is a natural com- 
petitive tendency toward uniformity in rate 


for the various forms of capital. If re- 


turns are greater in one form than in an- 
other, investment shifts to the more profit- 
able form until its differential advantage is 
eliminated. Similarly in the field of com- 
modity prices, the ultimate effect of “easy 
money” is simply a generally higher level 
of prices. When adjustment has finally 
been made all along the line the stimulating 
effect of the initial lowering of the rate 
will have spent itself. Of course, if in the 
meantime, a real prosperity “boom” has 
gotten under way, there results an increase 
in the demand for funds, and rates are 
again pushed upward. 

It must also be noted that a reduction 
in “official” rates may not broadly affect 
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going market rates. 
As a stimulus to 
prosperity the lower- 
ing of official rates 
depends upon the 
proportion of total 
loans and discounts 
covered. Most offi- 
cial rates cover only 
a narrow range of 
selected discounts. 
In borrowing from 
the reserve banks, 
for instance, member 
banks must have on 
hand “eligible” paper 
or bonds of the types 
that are acceptable 
as collateral for the 
short term notes of 
the member banks 
themselves. In many 
localities the amounts 
of eligible paper 
that arise are small 
indeed; hence, de- 
spite high local rates, 
the reduction of the 
official rates cannot 
greatly affect the 
local situation. 
If the borrowings 
and the re-discount 
operations by the local bank at its re- 
bank are for the purpose of adding to re- 
serve balances rather than for that of ac- 
quiring currency, the stimulating effect of 
lower official rates will be greater. In the 
past, however, a large part of the member 
bank’s borrowings have been for the purpose 
of acquiring Federal reserve currency. 
The effectiveness of lower official rates as a 
business stimulant is also a question of the 
scope and character of the independent oper- 
ations of the central institution. Local banks 
may for reasons of their own fail to follow 
an official lead in lowering rates. Then the 


_ question arises: will the official institution 


go into the open market as a competitor? 
aiid will it through a free offering of credit 
undertake to force market rates down as 
central banks try at times to force rates up? 
This is, of course, a delicate matter; but 
there are not many examples of central 
banks acting in this way. The open-market 
operations of the Federal reserve banks 
have doubtless been so controlled as to main- 
tain a fairly stable credit situation, but it is 
doubtful that the Reserve Board would 
sanction an aggressive policy of open- 
market competition with member banks by 
reserve banks. Yet lower official rates that 
do not result in actual credit expansion can 


hardly generate a business boom. 


Present Situation Unresponsive 


_. prevailing business situation is not 
likely to be much affected by the reduc- 
Member 


banks have surplus funds and are not re- 


tion of official re-discount rates. 


discounting. Steady gold importation for 
several years has enabled them to liquidate 
previous borrowings and to build up surplus 
reserve balances. They have been combing 
the market to get their funds into use, but 
the call-money market has been sluggish, 
clients declare that they have no need for 
funds while limited offerings of accept- 
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ances and commercial paper narrow the 
possibilities of open-market purchases. The 
earning assets of the reserve banks have 
been steadily diminishing and in view of the 
fact that aggressive competitive tactics are 
not likely to be employed by these insti- 
tutions, no great stimulating expansion of 
credit is likely to result from a mere lower- 
ing of official discount rates. 

A further difficulty is that other factors 
apart from the re-discount rate are un- 
favorable. 

The labor situation is quiet, no serious 
strikes are threatening, but wage costs are 
high and there are no immediate prospects 
of reducing them. The country is obviously 
resolved further to restrict immigration, and 
such restriction must of necessity tend to 
raise rather than to lower wages. Some 
wage readjustments have been effected in 
the textile industry, and some efforts toward 
the same end are reported for the steel in- 
dustry, but all such efforts encounter the 
most serious resistance on the part of the 
men. In New York City the request of the 
Interborough Rapid Transit Company that 
its men accept a small wage cut was met 
by the demand of the employees that wages 
be increased 20 per cent. 

The commodity price situation is also not 
very encouraging. A glance at the price 
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Adolph C. Miller, appointed for an- 
other term of six years as a member 
of the Federal Reserve Board 
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graphs covering the period down to May 
1 will show that the trends have been 
downward. Other business indices dealing 
with production and unfilled orders tell a 
similar story. 

Crop prospects for this year areireported 
good. But a particularly offensive fly that 
sticks in this ointment is the lack of balance 
between agricultural and industrial prices. 
This is of course an old and a familiar 
story, but that does not alter the disturbing 
economic consequences of the fact. One 
result is the McNary-Haugen bill which, 
while a logical application of the general 
theory of protection, is vicious in essential 
principle, and is certain to break down in 
practice. 

The outlook for expansion in the foreign 
field is also not alluring. The economic 
disturbance of Europe has reacted on the 
buying power not only of European coun- 
tries, but on that of other countries as well. 
All over the world currencies are depre- 
ciated, budgets are unbalanced, and trade 
balances are unfavorable. Hence most 
countries feel themselves under the necessity 
of keeping down, rather than expanding, 
imports. Students of international eco- 
nomics quite generally recognize that the 
successful payment of reparations by Ger- 
many to the Allies will depend largely cn 
the willingness of the United States to buy 
German goods. While we shall doubtless 
be able to sell our exportable surplus at a 
price, the trouble is that the price obtain- 
able is considered ruinous by the producers. 
All this supplies a poor foundation for the 
expansion of our foreign trade. 


Psychological Factors 


A®’ we turn to the psychological factors 
we are led to the conclusion that they 
too are depressing rather than stimulating. 


Home politics are greatly disturbed. The 
passage of the bonus bill and the wrangling 
over the tax bill have engendered an atti- 
tude of business caution and restraint. The 
forthcoming political conventions followed 
by the presidential and congressional elec- 
tions have also exercised a repressive in- 
fluence. Most of the disputes between 
parties and factions involve serious economic 
questions and with these all thrown back 
into the melting pot, caution in making 
future commitments would appear to be 
but elemental good sense. 

In the international field a distinct step 
forward has been taken by the preparation 
of the Dawes report and by the general 
proclamation of an intention on the part of 
all concerned to get behind this report. 
Nevertheless, the political situation in 
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France and in Germany is such as to 
necessitate a tempering of optimism until 
future developments assure stability of* 
governmental policy and sincerity of con- 
viction sufficient to put the Dawes plan into 
successful operation. 

The practical effects of the lowering of 
the official re-discount rates by the Federal 
Reserve Bank of New York have been 
largely negative. Bond prices picked up a 
little, but stocks have been slumping both in 
price and in volume of dealings. In Wall 
Street money has been a drug on the 
market. Commodity prices have also not 
been favorably affected. The tendency to- 
ward weakness survives. Opinion generally 
has not been made more favorable. All in 
all the situation seems to have remained 
exactly as it was before the lower rates 
were authorized. 


Crissinger Re-appointed 


RESIDENT COOLIDGE has _re- 

appointed Daniel R. Crissinger, to be gov- 
ernor of the Federal Reserve Board for 
another year, and has nominated Adolph C. 
Miller, to be a member of the Board for a 
term of six years. This action virtually in- 
sures the permanency of the present Board 
for another year, at least. 


(Harris & Ewing) 


Rep. William R. Green of Iowa, who 
as chairman of the Ways and Means 
Committee engineered the Revenue 
Bill of 1924 through the House of 
Representatives 
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SEE by the paper,” said John Doe 
to Richard Roe, as he laid aside a 
metropolitan daily, “that the Ad- 
ministration thinks the business sit- 

uation throughout the country generally is 
in good shape. President Coolidge, the 
Washington correspondent says he has 
learned, thinks undue emphasis has been 
placed upon the slowing down of business 
activity—” 

Now just who is 
the Administration ? 
How can any writer 
peer into the inner 
mind of the Presi- 
dent and know just 
what he thinks about 
this and that? How 
much dependence is 
there to be placed in 
statements coming 
from the Capital as 
to. financial and busi- 
ness conditions which 
are attributed to 
that vague triumvi- 
rate—“In high offi- 
cial circles,” “The 
White House spokes- 
man” and “In ad- 
ministration circles.” 
If Mr. Hoover, Mr. 
Mellon or Governor 
Crissinger thinks 
thus and so, why 
don’t they speak for 
themselves ? 

In these days — 
when the state of 
business is so sensi- 
tive to the develop- 
ments at Washington, where economics more 
and more are dictating the shaping:of Fed- 
eral policies—there is more than passing in- 
terest in the answer to these questions as 
to how straight the financial news is that 
goes to the country. For one of the out- 
standing impressions that the inquiring 
reader gets from. the constant perusal of 
Washington dispatches is the overworked 
use of the “vague triumvirate” and the 
marked frequency with which the qualify- 
ing phrases “it is understood” and “it was 
indicated” occur instead of the flat state- 
ments and direct quotations from these cen- 
tral figures on “high official circles.” 

Peering behind the scenes is generally a 
disillusioning experience, for the glamor, 
which surrounds the stars in the theater of 


Fourth Estate. 


On The Inside of High 
Official Circles 


By REUBEN A. LEWIS, JR. 


How the Financial News Comes Out of Washington. 
the White House Spokesman? 
Pulse of Business. 


public affairs, is generally removed by the 
observation that, after all, there is little 
difference in people —presidents, cabinet 
officers, diplomats and ordinary mortals. 
“In high official circles,” there is perhaps 
no place that would take rank over the 
White House, for the President is the first 
man of the land in point of human inter- 
est. The mere fact that Mr. Coolidge went 
to a circus and seemed to enjoy the bareback 


riders and the trapeze artists more than the 
antics of the clowns was considered worthy 
of note on the first pages of the newspapers 
throughout the land. The opinions and views 
of no one individual in the world probably 
carry a greater weight. Invested with such 
great powers by virtue of law and position, 
the President, by a mere pronouncement, may 
exercise a great influence over finance, busi- 
ness or human conduct. Finding out what 
the President thinks is one of the choice as- 
signments in American journalism—and one 
of the most interesting. 

A scene at the executive offices just a 
few minutes before one o’clock on Tuesday 
would prove memorable to an outsider. 

On the bulletin board—where a simple 
typewritten list shows the President’s en- 
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Senator Capper of Kansas is making the presentation. 


Who is 
Coolidge Keeps His Finger on 
Secretary Mellon Hard to Get “Press 
Broke.” How the Correspondents Penetrate the Official Mind. 


gagements for the day—there would appear: 
12.45 WASHINGTON CORRESPONDENTS. It 
follows immediately after the cabinet has 
convened for a consideration of the most 
pressing problems. Out in the foyer of the 
executive offices, which leads to the simple 
room on the right wing of the White House, 
where the President receives his numerous 
visitors, one might observe a _ constantly 
growing group of these interesting people 
who chronicle the 
news of Washington 
and the doings of 
notables. Here and 
there a woman is 
sprinkled among the 
groups as they talk 
of the latest devel- 
opments and con- 
sider what questions 
they shall ask the 
President once they 
are admitted to his 
office. It would be 
difficult to select a 
group of people who 
varied more widely 
in age, interests or 
personal appearances. 
The Washington 
correspondent is sta- 
tioned in the Na- 
tion’s Capital to 
write the news from 
the particular angle 
that his paper de- 
sires, to stress the 
points that would be 
of the greatest inter- 
est to the readers of 
his own community 
and to present situations that the press ser- 
vices—the great news gathering association 
which serve hundreds of papers in all sec- 
tions of the country—could not treat because 
they would be lacking in general appeal. 


Harris & Ewing 
President Harding, who introduced the conferences at the White House to let the people 
know what the President thinks, receiving a historic chair from his confreres of the 


Interviewing the President 


GoME of the foremost journalists in 
America—R. V. Oulahan, Mark Sullivan, 
William Hard, David Lawrence, J. F. Es- 
sary, Roy Roberts, Robert Barry, Jay Hay- 
den, Clinton W. Gilbert, Carter Field, Frank 
H. Simonds, Charles Michelson, Frederick 
William Wile, H. E. Sargent and others 
whose “by-lines” will be readily recognized 
by the millions of Americans who scan the 
first pages of the dailies—may be observed 
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Harris & Ewing 


President Coolidge surrounded by the Washington correspondents, who chronicse the news developments in the capital. 
Matt Tighe—the white-haired dean of the corps—is on the President’s left, and in the group are a score or more of men 


in the group that comes twice weekly to 
ask the President what he thinks about this 
and what comment he has to make about 
that. The group is swollen by other lesser 
lights, who have not yet won the fame that 
has come to their other confreres, and the 
correspondents for the press associations, the 
Associated Press, the United Press, the In- 
ternational News Service and the other 
smaller services. Perhaps the most influen- 
tial writers in the whole country are these 
unnamed and unknown—those reporters who 
tell what the President thinks for the Asso- 
ciated Press. For it is one of the rules of 
this great news gathering agency that the 
name of the individual who writes the story 
shall never appear above it. 

In age, the correspondents range from the 
venerable Matt Tighe, who scored a great 
beat when he flashed the news to the country 
that Dewey had routed the Spanish fleet at 
Manila, to young striplings, who have just 
won their spurs as cub reporters. The rep- 
resentatives of the great foreign newspapers 
are admitted to the conference so that they 
can cable overseas the views of the President 
—admittedly a more powerful ruler than the 
monarch of any land. 

At the appointed time, the correspondents 
are admitted to the President’s office and 
form in a semi-circle about his desk, which 
is generally well-laden with official docu- 
ments waiting his signature, photographs to 
be autographed and communications from 
the government departments. Two secret 
service men, keeping their unceasing vigil, 
are stationed on either side of the chief 
magistrate, while a stenographer is seated 
on his left to jot down the extemporaneous 
comment that the President makes to the 
numerous queries that are directed by the 
visiting members of the Fourth Estate. 


in the who’s who of newspaperdom. 


Some of the most momentous announce- 
ments that have been made during the past 
few years have come during these informal 
conferences, the decision to call the parley 
for the limitation of armament, the refusal 
to participate in the international economic 
conference, the recognition of great nations. 
To protect the President from ill-effects that 
might follow the abortive use of his spoken 
words, there is a gentleman’s agreement that 
the President is never to be quoted directly 
or indirectly without his expressed authoriza- 
tion. 

President Harding, himself a newspaper 
man, introduced the semi-weekly conferences 
with the correspondents, the time of the in- 
terviews being fixed on Tuesday and Friday 
so that the afternoon papers might have the 
“break” early in the week and the morning 
papers the bloom of the news developing at 
the latter session. 


President Harding’s Method 


ARKED by surprising cordiality, the 

conferences were little more than téte- 
a-tétes at which the President was interro- 
gated freely about his views on the most 
timely topics relating to the affairs of state. 
At the outset the questions were addressed 
orally and, if Mr. Harding did not indicate 
that he cared to say anything more, further 
queries were put to draw out the executive’s 
views more fully on major questions. Mr. 
Harding preferred to call himself “The Ex- 
ecutive” rather than “The President.” Sel- 
dom did he use the word “I” in indicating 
his stand on any matter. 

There were some questions that the Presi- 
dent did not feel at liberty to answer, and 
the wrong construction was placed upon this 
reticence. In order that he might be spared 


the embarrassment unanswered questions 
brought, a new method of interviewing the 
chief magistrate was devised. The corre- 
spondents, before entering the executive 
chamber, wrote out the questions which 
they hoped might be answered. These were 
placed upon Mr. Harding’s desk. The Presi- 
dent scanned the queries and passed comment 
upon those which he deemed proper. He 
frequently would enliven the conferences by 
the telling of a joke or a strictly confidential 
observation, after a word of caution that 
what he said was “just between us girls.” 

The sobriquet of “Silent Cal” was blasted 
promptly by the present occupant of the 
White House at the first White House con- 
ference. Observing that his rather slight 
stature might require the building of a plat- 
form so that he might see all of the forty 
or fifty correspondents, who lined up five 
and six deep in a semi-circle, the President 
picked up the batch of queries and pro- 
ceeded to answer them with great dispatch. 
After talking uninterruptedly for nearly an 
hour, he concluded the conference with the 
fillip: “Well, I guess that will give you a 
few stickfuls for your papers.” 

President Coolidge, like President Harding, 
seeks to follow financial and business condi- 
tions closely. In examining into the “state 
of the union” Mr. Coolidge questions the 
many prominent American industrial and 
commercial leaders, who visit at the White 
House, as to conditions in their respective 
spheres. The cabinet periodically considers 
business. conditions—or listens attentively 
to the head of a department as he presents 
a particular problem. The President endeav- 
ors to keep his finger on the pulse of busi- 
ness and, inasmuch as the public likes to 
know what the President thinks about the 
“general situation,” it is one of the favorite 
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queries of the correspondents. For a time 
the President endeavored to learn the inti- 
mate problems of the various industries by 
inviting the outstanding figures in these 
spheres to visit with him at the White House. 
The pressure of Congressional relations 
forced the President to modify his plans 
somewhat, but, by the fortuitous circum- 
stance that sooner or later everyone of 
importance comes to Washington and nat- 
urally gravitates toward the White House, 
he is constantly in touch with the business 
men of the country. 


Oral Questions Are 
Exceptional 


RESIDENT COOLIDGE has modified 

the rules under which interviews are 
granted. Only in exceptional cases will he 
permit questions to be addressed to him 
orally, even though he has opened up the 
subject by answering one of the written 
queries. However, the President endeavors 
to respond to as many of the questions as 
he can, realizing that, in many cases, the 
only opportunity that the correspondent has 
to learn what the President’s attitude is on 
any matter comes at these semi-weekly con- 
ferences. While nothing that the President 
says ever appears in his own words, one of 
his secretaries jots down in shorthand every 
word that he says. Then, too, should any of 
the Government departments desire to check 
up on a statement attributed indirectly to 
the White House, the transcript is available 
to them. 

Under the rules of the game, which do not 
admit of any direct statements, it is patent 
why so much of the intelligence from the 
White House should come out indirectly. 
“At the White House an authorized spokes- 
man for the President said that President 
Coolidge would veto the pension bill”—such 
a phrase as this is frequently employed to 
tell what the President has just said him- 
self. But, of course, the President can never 
be quoted to this effect. 


There is a constant stream of visitors at 
the White House—members of Congress 
from the Capitol Hill, officials from the 
various departments, big business men de- 
siring to lay their views before the Presi- 
dent, distinguished visitors from abroad call- 
ing to pay their respects and hundreds of 
other classes. The outside world doubtless 
has marveled at the deadly precision with 
which the newspapers button-hole the White 
House callers and learn what Charles 
Schwab told the President, or what Mr. 
Coolidge told Jim Watson of Indiana. There 
seems to be no escape, and this is just about 
the truth. The President posts a list of 
his engagements daily. To enter the execu- 
tive offices, a caller must pass through the 
foyer and corridor, in which there are regu- 
larly stationed representatives of the news 
associations, who serve as sentinels con- 
stantly on the watch for the elusive particles 
of news. Coming out, the visitor must run 
the same gauntlet. Perhaps this will account 
in a measure, at least, for the numerous 
stories that find their way into newspaper 
columns, recounting visits to the President. 
Upon emerging from the outer doors of the 
executive offices, the visitor must face a 
battery of moving picture operators and 
press camera men. 
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In Other Departments 


wwe conferences are a regular thing 
at the State Department and the War 
Department. Either the Secretary or the 
Under-Secretary sees the representatives of 
the press twice a day. While most of the 
cabinet officers require the correspondents 
to observe the rule of not quoting them, 
there are two outstanding exceptions—Sec- 
retary of Commerce Hoover and Secretary 
of War Weeks. While there are times when 
both of the Secretaries state that they do 
not wish to have their answers quoted, any 
statement made by Secretary Weeks may 
be directly attributed to him. Mr. Weeks, 
formerly a member of the firm of Horn- 
blower & Weeks, tells more jokes than any- 
one in the cabinet, frequently emphasizing 
the point of his response by a pertinent quip 
or anecdote. 

Mr. Hoover sees the correspondents twice 
a week. His views naturally are sought on 
international affairs, when they have some 
pertinent relation to American financial or 
economic subjects. More than once the 
attitude of the Administration on an inter- 
national situation has been foreshadowed by 
some observation of the Secretary of Com- 
merce, if the Administration has taken a 
position on it. It is amazing to see how 
intimately Mr. Hoover is acquainted with 
the smallest bureau in his department. He 
scarcely ever has to refer to any notes to 
answer any query. On international affairs 
there is no man in the cabinet who appears 
to be better posted. 

It was probably more difficult for Secre- 
tary of the Treasury Mellon to become 
“press-broke” than any other member of 
President Harding’s cabinet. A_ diffident 
man, who would have remained miles away 
from the inquiring correspondents, if he 
had followed his natural inclination, Mr. 
Mellon, in submitting to the seeming ordeal, 
gave the impression at the outset of a person 
being tortured. The operations of the Treas- 
ury are perhaps more difficult for the aver- 
age writer to grasp than are the affairs of 
the other departments. Cognizant of how 
sensitive the stock markets and the financial 
world are to the views of the Secretary of 
the Treasury, Mr. Mellon was extremely 
cautious. 

Although Mr. Mellon is reputed to be one 
of the richest men in America, this affluence 
would not be indicated by his manner of 
dress or smokes. While receiving the cor- 
respondents, Secretary Mellon almost in- 
variably smokes one thin Pittsburgh stogey 
after another. They are scarcely larger than 
a cigarette, but a trifle longer. Mr. Mellon 
is not a voluble talker, and one of the leg- 
ends of the conference is that Mr. Mellon 
can hesitate longer when he is not disposed 
to answer a question than any other man in 
the cabinet. 


Necessarily Cautious 


HE Secretary is now more or less ac- 

customed to the ways of the newspaper 
men. He has won a nation-wide reputation 
for the punch that he has put into his letters. 
If his views on the various financial and 
economic situations—as expressed to the cor- 
respondents—might be put down verbatim, 
his reputation as a sound economist and a 
practical banker doubtless would be even 
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more famous. Occasionally Mr. Mellon 
says something that lingers long in the 
memory of the writers. Once, when the 
question of a cut in the German repara- 
tions was being discussed, Mr. Mellon was 
asked if, in his judgment, France would 
consent to a reduction in reparations. “It’s 
more a case of a reduction in expectations,” 
he observed, pointedly. 

Mr. Mellon is firm in his insistence that 
his statements shall not be directly attributed 
to him. While he is generally willing to 
give an expression of his views on the 
various financial and economic developments, 
Mr. Mellon will not permit these expres- 
sions to be linked with his name, fearing 
that a misconstruction of his words might 
do widespread harm. This accounts for the 
vagueness that frequently surrounds news 
out of the Treasury that does not grow 
out of a public statement. 

The proverbial caution of the banker ex- 
tends to virtually all of the Federal finan- 
cial departments and the Federal Reserve 
Board. The officials will not talk, except 
upon the rarest occasions. Perhaps this is 
to be expected when such important con- 
siderations as changes in the rediscount rates, 
modification of the Board’s regulations on 
branch banking and other matters of moment 
are being discussed behind closed doors. The 
Federal Reserve Board issues monthly a 
statement, setting forth the condition of busi- 
ness and publishes in its bulletins the author- 
ized views of the Board on various financial 
questions. Beyond what is obtained from 
these sources, it seldom adds to the financial 
news out of Washington. 


The Grapevine Route 


ASHINGTON news via the “grape- 

vine route,” in the form of confidential 
“tips,” has come to many outsiders. In many 
cases these confidential services shoot wide 
of the mark and circulate reports that can- 
not be substantiated. The times that the res- 
ignations of cabinet members have been fore- 
shadowed are without number. To a sea- 
soned Washington observer, the marvel is 
that these “tip sheets” with their ominous 
forecasts, which seldom ever come true, 
should be accepted to such a wide extent by 
the outside world. While it would seem that 
the Washington correspondents, by virtue 
of first-hand information obtained by per- 
sonal contact with the heads of the various 
departments, should be able to acquire valu- 
able information, they are required in gain- 
ing membership in the press gallery to state 
in writing that they will not be employed 
either directly or indirectly by “any stock 
exchange, board of trade, or other organiza- 
tion or member thereof, or brokerage house, 
or broker, engaged in the buying and selling 
of any security or commodity or by any 
corporation or person having legislation be- 
fore Congress.” This bars them from capi- 
talizing whatever advance knowledge they 
may have of pending developments in gov- 
ernment departments. 

Criticisms of the system frequently have 
been lodged on the ground that high officials 
of the Administration may cause the ven- 
tilation of reports making important state- 
ments of fact, although they dodge the re- 
sponsibility of vouching for them. The 

(Continued on page 816) 
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How Much Money Is Hoarded? 


By JOSEPH S. MCCOY 
U. S. Treasury Actuary 


The Foreigner and Farmer Hide Away the Greatest Part of Our 
Secreted Money. Treasury Expert Estimates there are only Eight 
Thousand Real Misers in the Whole Country, Although a Total 
of $415,000,000 is Outside of Banks. Per Capita Gold Hoard $2. 


EFORE man appeared upon the face 
of the earth, the fine art of hoard- 
ing had been invented. 

At the present time the dog stores 
away in a safe place his hoard of bones. 
The magpie and crow are not happy unless 
they have a private hidden hoard of glitter- 
ing articles. The trader rat exchanges his bits 
of sticks or pebbles for whatever he deems 
suitable for his secret hoard. Therefore, 
there can be little doubt that this is a trait 
inherited from their most remote ancestors. 
As will be noticed, few of the animals hoard 
articles that are really of value to them. 
I am afraid that this can also be said of 
mankind, with hoards of coins, jewels and 
what not. 

History intimates that from the very be- 
ginning it has been a characteristic of the 
human race to gather and secrete that which 
is rare, or odd, or valuable, or appealing to 
the individual taste. In prehistoric times 
these hoards doubtless consisted chiefly of 
pretty pebbles, oddly shaped articles, animal 
teeth, or bits of native metal. Doubtless 
the earliest man, when it was possible for 
him to obtain more food than he could eat, 
hoarded part of this. In fact, without this 
hoarding-for-a-rainy-day trait, agriculture 
or husbandry would never have advanced. 


The Next Step 


ATER, after barter had been invented, 
the more brainy began to accumulate ar- 
ticles held valuable by their tribes. The 
great hunter exchanged his surplus game 
and skins for arrow heads, pretty pebbles, 
cooking pots, wives and what not. The 
manufacturer of arrow heads bartered these 
for food, skins, pebbles or pottery. Banks 
not having yet been invented, they were of 
necessity obliged to hoard these treasures. 
Later on, after metals were discovered, 
hoards consisted largely of metal articles and 
ornaments, as is the case today in India, 
where even the poor have such_ hoards. 
Many tribes of Africa hoard copper in the 
shape of wire bracelets, anklets and other 
supposed ornaments. 

Our early New England traders were fa- 
miliar with this trait of the Africans. When 
our mint first began its coinage, certain 
of these traders obtained kegs full of new, 
bright copper cents from Philadelphia and 
shipped them to Africa, where they were 
traded for gold dust, ivory, yes, and even 
for slaves. Our copper cent bearing the 
date of 1799 is most highly prized by our 
coin collectors, because nearly all coined of 
that date were thus lost. Today, those who 
withhold money from circulation are chil- 


dren, who save in the toy banks; foreigners, 
who are afraid to trust their savings out of 
their possession; dwellers in rural districts, 
who, from their isolation and distrust, re- 
tain possession of their earnings, and gen- 
uine misers, who want immediate and con- 
tinuous possession of their treasure for 
the pleasure it gives them to see and gloat 
over it. 

Often this hoarding began with a definite 
object in view; with the child, to buy his 
mother or teacher a present; with the for- 
eigner, to provide an amount sufficient to 
bring from their old home his parent, rela- 
tive or friend; with the farmer, an amount 
sufficient to buy that adjoining twenty-acre 
tract; with the young man the necessary 
funds with which to get married. These 
plans often miscarry. The relative or friend 
dies; the land cannot be purchased; or the 
young man is jilted. So this definite object 
is changed, but through habit, or inertia, 
hoarding continues. 


Exact Hoard Unknown 


HE amount of money so hoarded of a 
necessity is unknown. The Treasury is- 
sues a statement showing the total stock of 
money supposedly in existence; all United 


Exposing the Unknown 
INDING out the unknown is 


the task that the United 
States Government assigns to 
Joseph S. McCoy, the actuary for 
the Treasury Department. His 
reputation for plucking figures 
out of the air is much the same 
as that enjoyed by the famous 
negro bishop, who was intro- 
duced by an admiring colored 
minister to his congregation as 
the man who “knows the un- 
knowable, speaks the inspeakable 
and unscrews the inscrutable.” In 
this article, Mr. McCoy estimates 
how much money there is hoard- 
ed away in the United States. 
One of his interesting disclosures 
is that there are only 8000 real 
musers in the whole country. This 
is perhaps the first authoritative 
estimate ever made of hoarded 
gold. 


States gold and silver coins, together with 
all gold bullion and foreign coin held by 
the Treasury, Federal Reserve banks and 
Federal Reserve agents. This stock is fur- 
ther divided so that that held in the Treas- 
ury and that outside of the Treasury is given 
separately. From that outside of the Treas- 
ury is deducted that held by Federal Re- 
serve banks and agents. The remainder rep- 
resents the money in circulation. This state- 
ment showed that on May 1, 1924, there was 
outside of the Treasury and Federal Re- 
serve banks and agents, and classed as being 
“in circulation,” $42.33 for each man, woman 
and child in continental United States. 

This sum was divided as follows: Gold 
coin, $3.59; gold certificates, $6.46; silver 
dollars, 49c; silver certificates, $3.29; sub- 
sidiary silver coins, $2.24; Federal Reserve 
notes, $16.98; national bank notes, $6.49; 
other paper currency, $2.79. On November 
1, 1920, the per capita was $52.36, while on 
July 1, 1914, it was $34.35. On January 1, 
1879, it was only $16.92. Again, there is 
always loss, especially in gold coin, through 
the use of coin in making ornaments, jew- 
elry, etc. As gold coin is worth only the 
gold contained therein, it follows that this 
loss must be great. Also a great deal is 
exported. 

We often hear of some would-be notorious 
spendthrift lighting his cigar with a yellow- 
backed bill. Naturally is is generally much 
exaggerated. Then there is quite a loss of 
paper money through fires. In the Chicago, 
the Boston and the Baltimore fires, doubtless 
hundreds of thousands of dollars were de- 
stroyed. Again rats and mice destroy large 
amounts. On account of this the Treasury 
has from time to time revised its statement 
of money in circulation, by deducting from 
the total issued an amount estimated that 
will never be returned for redemption. 


Money in Mice Nests 


N the Department at Washington are a 

few experts who handle the partially de- 
stroyed currency sent in for redemption. 
Mice nests, masses of pulp claimed to be 
composed of money destroyed by being 
chewed by children or by cows, boxes of 
ashes and bits of charred paper, are exam- 
ples of the form in which money is sent for 
redemption. After examination these lady 
experts often succeed in identifying much 
of this salvage as money. The amount so 
identified is redeemed with nice new notes. 

Evidently the Treasury Department, in 
estimating the money that will never be re- 
deemed may be confused by the amount 
hoarded. It is impossible to ascertain with 
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any great degree of accuracy this amount. 
In arriving approximately at it, we can only 
base the estimate upon the number of per- 
sons likely, together their ability, to 
hoard. As a check on this, an estimate based 
upon the money in circulation can be made. 

At the outbreak of the World’s War, 
there was estimated some $300,000,000 
hoarded in the United States. The return 
of many foreigners to their native land 
caused them to exchange their hoards of 
American money for their home currency. 
The various drives for Liberty Loan bonds, 
war savings certificates, contributions to 
funds, together with increased prices, still 
further .reduced the amount hoarded. The 
drafting into the army and navy of all able- 
bodied men of the country, and their conse- 
quent closer contact with the world, to- 
gether with their influence upon those left 
behind, made evident to thousands who had 
heretofore hoarded the advantage of re- 
ceiving interest and the inappreciable risk 
of loss of principal, when entrusted to banks. 
Naturally the high cost of high living also 
had its effect. The many things that had 
been the luxuries of the wealthy became 
the necessities of the wage-earner. Many, 
instead of hoarding, bought automobiles, 
jewelry, etc. 


Inflation Increases Hoarding 


N the other hand, inflation, together 
with unprecedentedly high wages and 
prices paid for produce tended to increase 
hoarding. The old frugal mothers of the 
rural family continued to lay aside her but- 
ter-and-egg money. The automobile, how- 
ever, brought to the door hundreds of cus- 
tomers, where formerly there were none. 
Employed in the mines were thousands 
who, through the lesson taught them by 
European oppression, feared and distrusted 
everyone. Wages were tremendously in- 
creased. Many of the families of these 
miners lived so cheaply that sometimes these 
entire wages were hoarded, the housewife 
and her children supporting the family. It 
seems strange that these miners of Italian 
birth, although Italy taught the science of 
banking to the rest of Europe, seemed to 
fear to entrust a bank with their savings. 
The number of persons of foreign birth 
in the United States is about 15,000,000. 
Some 6,000,000 of these are wage-earners. 
These are much more frugal than are our 
native population. In fact, we would not 
call them frugal, but parsimonious or any 
stronger term that we can think of. Many 
of these, earning far more than they ever 
believed possible, are in the habit of hoard- 
ing. The object continually before their 
mind’s eye is to hoard enough so they can 
return to their old homes, purchase land 
and‘ live in comparative luxury for the re- 
mainder of their lives—the envy of all their 
neighbors and the friends of their early life. 
It is fair to say that of these, 2,000,- 
000 hoard their savings. One-half, say fifty 
cents per week, have been doing this for 
an average of about three years. This total 
would average about $75 annually, or a total 
of $75,000,000. The other half would av- 
erage about twice this amount, or $150,000,- 
000; a total as the hoard of our foreign 
element of $225,000,000. 
In addition our rural population, especially 
those in remote districts, are addicted to 


hoarding. This is evident from the fact 
that when a bank is started in such locality, 
as soon as its advantages are understood, 
personal deposits increase. These are not 
new savings, but are made up largely from 
former deposits in the old stocking. 

Naturally in sections where the people are 
too widely scattered for the establishment 
of banks, hoarding is the only way of saving. 
Many such communities, were it not for mail 
order houses and post offices, would be 
almost as primitive as were the backwoods of 
a century ago. 

The last census gives the average density 
of population of the United States, including 
Alaska, Hawaii and Porto Rico, as 35.5 per- 
sons per square mile. Of course, this density 
was not uniform. For example, the District 
of Columbia, with comparatively little rural 
territory, had 7,292.9 people to the square 
mile, while Nevada averaged seven-tenths 
of one person. Rhode Island had 566.4 
persons; Massachusetts, 479.2 persons; New 
Jersey, 420 persons; Porto Rico, 378.4 per- 
sons ; Connecticut, 286.4, and next New York, 
with 217.9 persons. Twelve states, Alaska 
being included as one, had less than ten per- 
sons to the square mile, while six had less 
than five persons. 

In 1920 there were 6,448,343 farms in 
continental United States. The value of crops 
produced was $10,909,300,000 and of live 
stock products $7,354,200,000. That year 
there was an increase in the deposits in all 
the savings banks of the country of about 
$634,000,000 ; about $392,000,000 in loan and 
trust companies, and about $2,500,000 in 
postal savings banks. There were 10,953,158 
persons over ten years of age engaged in 
agricultural pursuits out of a total of 41,- 
614,248 engaged in all occupations, or about 
one-fourth of those engaged in gainful occu- 
pations were on the farms. It is fair then 
to estimate the savings of these at one- 
fourth of the total savings. Of the in- 
crease in deposits in savings institutions that 
year, of about $1,000,000,000, $250,000,000 
was deposited probably by farmers. In addi- 
tion, we may assume that a sum equal to say 
one-half of this amount was hoarded. That 
is, of the income from the six and one-half 
millions of farms, earned by some 11,000,- 
000 farmers, an average of something less 
than $11.50, or a total of about $125,000,000, 
was hoarded. 

In addition to our foreign born and truly 
rural population, we have yet to consider 
the miser and the provident person who keeps 
cash on hand with which to meet .an emer- 
gency. Out of our 41,600,000 individuals 
engaged in gainful occupation, probably about 
8000 are genuine misers. These, as a rule, 
are elderly and have hoarded for years. The 
life of a miser being neither a happy nor a 
healthy one, their average time of hoarding 
is about seven or eight years. A total hoard 
of $5,500 each is a fair estimate. This gives 
a total of some $44,000,000. There are some 
500,000 persons in the United States who 
keep a certain cash amount on hand for 
emergencies. Say that this averages $75, 
we have $37,500,000 representing this form 
of hoarding. 


The Tot’s Toy Banks 


2 children’s toy banks represent a 
trifling amount, and this only for a 


comparatively short period. Of our 24,- 


000,000 families, probably 2,500,000 have 
such toy banks. The average amounts con- 
tained therein, in this age of ice cream, candy 
and movies, to say nothing, so far as their 
parents are concerned, of chewing gum and 
cigarettes, is not in excess of say sixty) 
cents, or a total of $1,500,000. 

This will give as the total amount hoarded 
at the present time $433,000,000. 

As a check we can base an estimate upon 
the circulation statement above discussed. 
There is very little gold coin in daily cir- 
culation. When last did we handle any? 
Yet it is of common occurrence to handle 
gold certificates. According to the circula- 
tion statement of May 1, there should have 
been, however, over one-half as much gold 
coin in circulation as gold certificates. Of 
the $3.59 in gold per capita that should 
be in circulation, it is probable that, because 
of hoarding, this should be reduced by say 
$2 per capita. Gold has so many advantages 
over other money for hoarding that this 
is probably a low estimate. The population 
of continental United States, as estimated for 
May 1, was 112,449,000, which would indi- 
cate a total gold hoard of say $225,000,000. 


Silver Hoardings Small 


._ hoarding of our silver dollars is 
small. Recently millions of these were 
melted, the resulting bullion sold to Great 
Britain for the use of India, under the pro- 
visions of the so-called Pittman Act.. Late- 
ly, however, we have been coining large 
amounts. For example, in the calendar year 
1921 we coined over 89,000,000 silver dollars, 
or more than the total coined for the pe- 
riod beginning with 1909 and ending with 
1917. The largest number coined in any 
prior year was 39,202,908 in 1890. A fair 
estimate of the amount of silver dollars 
hoarded would be ten cents per capita, or a 
total of $11,000,000. 

Of subsidiary silver there is hoarded prob- 
ably about fifty cents per capita, or a total 
of $56,000,000. 

Paper currency is the least desirable for 
hoarding, being subject to destruction by 
fire, water and vermin. Yet a gold-backed 
certificate is attractive, especially when it is 
so much easier to obtain than the coin 
which it represents. These are often held 
until an opportunity arises of exchanging 
them for coin. There were $1,140,199,279 
outstanding May 1, last. A fair estimate 
of hoarding would be fifty cents per capita, 
or a total of about $56,000,000. All other 
forms of paper currency in circulation May 
1, last, averaged $29.55 per capita. The 
amount hoarded would be about sixty cents 
per capita, or a total of $67,000,000. 

This method gives as a total hoarded at 
the present time $415,000,000. Of course, 
this is based upon the amount of money 
in circulation, which depends upon the esti- 
mate of the Treasury as to the amount 
that has been lost or destroyed. Possibly 
some of this money thought to be lost or 
destroyed is hoarded. Every year some 
very old money is redeemed by the Treas- 
ury. At any rate these estimates agree 
fairly well, and it would appear safe to say 
that today there is fully $415,000,000 with- 
drawn from circulation and hoarded by in- 
dividuals within the United States. 
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Bargain Days in Foreign Money 


BY HENRY TEMPLETON 


Study of Seasonal Fluctuations in Foreign Exchanges Being 


Made By Department of Commerce. 
mand During Fall Months. 


Dollars in Greatest De- 
Tourists’ Needs for Francs Send 


French Money Up in Summer Months. How Banks May Profit. 


OW deeply the United States has 

plunged into international finance 

since the World War may be in- 

dicated in a measure by the en- 
larged quotations of foreign exchanges. in 
1914 only sterling was freely quoted in the 
American money market. Today the franc, 
the yen, the rupee, the crown, the krona and 
even the new zloty, chervonetz and sparkrone 
may be bought in New York. The cables 
and radio flash across the ocean the slight- 
est fluctuations in the monetary units of the 
various nations, which figure in the business 
of the world. 

The unsettled state of the world during 
the post-war adjustment has been reflected 
in the wide fluctuations of the exchanges, 
which were more or less stable in the days 
preceding the World War. However, even 
then, there were variations, due to the vary- 
ing demand for dollars or foreign units at 
various periods in the year. 

The seasonal ups-and-downs of the various 
foreign exchanges are now being studied by 
the Finance and Investment Division of the 
United States Department of Commerce with 
the view of establishing, if possible, the 
causes for the advances and declines in the 
money units. The French franc and the 
Swedish crown have been subjected to this 
examination thus far and it is quite likely 
that the other foreign exchanges will be 
surveyed within the next few months. The 
Italian lire has been given some study al- 
though no index has been worked out for it, 
thus far. 


Puzzling Acrobatics 


HERE are so many angles to the com- 

plicated foreign exchange tangle that 
the most expert are sometimes in a quan- 
dary to explain the downward plunges. The 
puzzle of the Chilean peso’s decline has ab- 
sorbed the attention of many economists who 
study South American finances. Despite a 
continued favorable trade balance, the Chil- 
ean peso has gone down and down. Various 
causes are assigned for its queer antics. 

In March, the Czech exchange after a 
recovery from the decline in January tum- 
bled again. The explanation of the de- 
cline was simply this: The River Elbe 
was frozen over, so the products of the 
Central European republic could not find 
an outlet to the world markets. Until the 
goods reached their destinations, there was 
not a very great demand for Czech crowns. 
The disparity in the demand for crowns and 
other currencies made the foreign exchanges 
relatively dear and the crown cheap. There 
were some, however, who thought the Elbe 
explanation was not the only cause, but 
merely a corroborative cause of the 
decline. 


The fortunes of many Americans would 
be promoted if the exchanges could be 
bought at the right time. And so the De- 
partment of Commerce has entered upon this 
study to ascertain, if possible, just what this 
“right time” is. 

In the fall American cotton and grain 
move to foreign markets, and the purchas- 
ers abroad strive to obtain the necessary 
dollars to pay for these agricultural prod- 
ucts. In those countries taking large car- 
goes from the American farmers, there is, 
therefore, a lively demand for dollar credits, 
and generally speaking, a dollar will buy 
more foreign money in the fall than at any 
other time of the year. 


The Time to Buy 


HE studies of the Department, while not 

completed, show that the value of the 
dollar in terms of foreign exchange is lower 
during the first six months of the year than 
it is during the last six months. The ques- 
tion of how this information may be ap- 
plied at a profit is one of more than passing 
interest to the growing ranks of Americans, 
who sell and buy in international markets. 
It is pertinent also to the hundreds of thou- 
sands of American citizens who send money 
to relatives and friends in the land of their 
nativity. 


Money Acrobatics 


CAN the fluctuations im the 

value of foreign exchanges 
be foretold by careful study of 
the seasonal influences? The De- 
partment of Commerce has found 
that the customary seasonal ups- 
and-downs, characteristic of the 
pre-war years, have not been en- 
tirely obliterated despite the new 
conditions obtaining throughout 
the world. With the United 
States interchanging its products 
with virtually every nation in the 
world and receiving every cur- 
rency in payment for these goods, 
it would be worth while to know 
if there were any bargain. days 
when foreign money could be 
converted into dollars. The 
Government through more than 
one agency is seeking to learn 
just what factors send the vari- 
ous money units through 
financial acrobatics. 


In foreign trade the payment for the goods 
is not generally made until the commodities 
are delivered. With such violent fluctuations 
as the market has witnessed during the past 
few years, the whole profit growing out of 
the transaction might have been dissipated 
by the declines which occurred during the 
interval between the time of placing the 
order and the delivery of the goods. Or, if 
the payment was in dollars, the American 
money might have become so dear in the 
meantime that the acceptance of the goods 
would have proved ruinous te the foreign 
importer. 

The Italian lire was more or less stable 
during 1923, ranging from about 4 1/5 to 5 
cents. If an American exporter had sold the 
goods, when the lire stood at 5 cents, and 
had received payment when the lire was 
worth only 4 1/5 cents in terms of the dollar, 
he would have lost 16 per cent on the deal. 
There are few transactions of this kind that 
could suffer such a contraction and return a 
profit to the American exporter. However, 
if the American exporter had hedged by ar- 
ranging for the purchase of the specified 
number of lira at the time of payment, he 
might have avoided this loss due to the drop 
of the exchange. But, on the other hand, if 
the lire had gone up, he would have lost the 
increment on the Italian money. 

It is understood that a number of Ameri- 
can banks purchased short-term Treasury 
notes issued by the Italian government in the 
fall and sold them this spring as a means of 
protecting American foreign trade against 
possible losses due to a rise in the lire. 

The acrobatics of even the most stable 
exchanges have been spectacular since the 
war. One memorable decline occurred in 
February, 1920, when the pound sterling in a 
space of three days plunged downward from 
$3.50 to $3.23. As late as the middle of last 
November, it dropped from $4.38 on a Tues- 
day to $4.26 on the following Monday. Just 
two weeks previously it had been quoted at 
$4.46. <A draft of £10,000 sold on London 
by an American exporter would have brought 
$2,000 less than if it had been sold two weeks 
prior to that time. 

The hazard of doing business on a small 
margin in this field of financial flipflops and 
somersaults is apparent. 


Old Influences at Work 


ESPITE the downward chute of the 

French franc from par to less than five 
cents and its recovery to 9.35 cents—all with- 
in the course of the last five years—the De- 
partment of Commerce has reported that the 
customary seasonal fluctuations characteristic 
of the pre-war years have not been entirely 


(Continued on page 820) 
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The Sale of Government Securities 
By Competitive Bids 


Senator Shipstead of Minnesota Renews Contention That 
Treasury Is Paying Too High Interest Rates on Federal Borrow- 
ings and Suggests New Method of Marketing Securities. Takes 
Issue With Mellon, and Insists Re-discount Rates Set Pace. 


ENEWING his charge that the Gov- 
ernment is paying too high a rate of 
interest on its borrowings, Senator 
Hendrik Shipstead of Minnesota 

told the Senate in May that the Treasury 
ought to advertise the sale of Federal secur- 
ity issues in the competitive market and ac- 
cept the lowest responsible bids. By virtue 
of the “exorbitant interest charge” paid by 
the Treasury, Senator Shipstead insisted 
that an “unnecessary burden” of five bil- 
lion dollars a year was being placed upon 
the American people, because the interest 
rates fixed by the Secretary of the Treas- 
ury and the rediscount rates fixed by the 
Federal Reserve System “serve as the peg 
on the money market of the United States 
and set the pace for high interest rates 
being charged on borrowings of all kinds.” 

Senator Shipstead, referring to the ex- 
planation by Secretary of the Treasury Mel- 
lon appearing in the April issue of the 
AMERICAN BANKERS ASSOCIATION JOURNAL, 
telling how the Treasury fixes the rate on 
its borrowings, took issue with the statement 
of Mr. Mellon that “much of the criticism 
of the Treasury and the Federal Reserve 
banks betrayed a lack of understanding of 
the fundamental economic principles which 
determine interest rates” and that “both the 
rates paid on Government securities and the 
discount rates of the Federal Reserve banks 
reflect conditions in the money market rather 
than cause them.” Contending that the rates 
fixed did create rather than reflect conditions 
in the money market, Senator Shipstead re- 
cited that the lowering of the rediscount rate 
by the New York Federal Reserve bank on 
the first of May from 4% to 4 per cent sent 
call money down, caused Liberty bonds to rise 
and sent money flowing back into the country 
to finance the business of the interior. 

Reciting that “the power to fix interest 
rates is the power to tax and, therefore, the 
power to destroy,” the Minnesota Senator 
insisted that this power had so been used 
and had resulted in an exorbitant rate of 
interest being charged on borrowings of all 
kinds to such an extent that it was “con- 
servative to say that the American people 
are paying an exorbitant interest charge of 
at least 1 per cent on borrowings of all 
kinds.” 

“As the result of this exorbitant interest 
charge, the American people are obliged to 
pay directly an unnecessary interest charge 
totaling $1,000,000,000 per year, based on 
a total indebtedness, public and private, of 
$100,000,000,000, which I know to be a very 
conservative estimate of the indebtedness of 
the people of the United States,” he con- 


tinued. “It is the law of economics that each 
unnecessary cent that goes into the cost of 
production is multiplied five times when the 
article produced reaches the ultimate con- 
sumer, and that, therefore, in accordance 
with that law, an exorbitant interest charge 
of $1,000,000,000 entered into the cost of 
production of American products has been 
multiplied into $5,000,000,000 when the 
products reach the ultimate consumer. 


Due to the Government Rate 


6¢¥ CHARGE that this unnecessary bur- 

den of $5,000,000,000 annually is the 
resul. of the extraordinary high interest rate 
paid by the Government, by commerce, pri- 
vate and public corporations, and private 
individuals. This high rate of interest is 
due to the high interest paid by the Federal 
Government upon its securities issued by the 
Secretary of Treasury, the interest rate on 
which is fixed by the Secretary of the Treas- 
ury and by the high rediscount rates of the 
Federal Reserve banks; that these high rates 
serve aS a peg on the money market of 
the United States and set the pace for high 
interest rates being charged by the Federal 
Reserve banks.” 

In answering the charges made by Sen- 
ator Shipstead before the Senate last Feb- 
ruary, Secretary Mellon insisted that the 
Federal Reserve bank rediscount rates re- 
flected the conditions of the money market 
and were not the cause of the rates of in- 
terest. “The impression seems to prevail 
that conditions in the money market are due 
entirely to the rates paid on Government 
securities and to the discount rates of the 
I*ederal Reserve banks, and that these rates 
can be fixed arbitrarily at a higher or lower 
level, thus determining market conditions at 
will,” Secretary Mellon said, in telling why 
the Government paid the rate. “On the con- 
trary, both the rates paid on Government 
securities and the discount rates of the Fed- 
eral Reserve banks reflect conditions in the 
money market rather than cause them. 
Fundamentally interest rates are determined 
by the demand for and supply of capital. The 
comparatively high money rates which con- 
tinue to prevail are the result of economic 
conditions which exist throughout the world.” 

Thus Secretary Mellon declared that the 
Government does not fix the money rates— 
it merely pays them. 

Senator Shipstead, in repeating his charges, 
laid emphasis upon one paragraph in the 
Federal Reserve Board’s annual report. The 
Secretary of Treasury is the ex-officio chair- 
man of the Board. This said: 
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“The experience of the Federal Reserve 
banks, notwithstanding that the brief period 
of their active operation on a considerable 
scale has been one of disturbed economic and 
financial condition, is demonstrating that 
there is a sufficiently close connection be- 
tween changes in Federal Reserve bank rates 
and changes in interest rates charged their 
customers by member banks on a sufficiently 
large volume of customers’ borrowings to 
make Federal Reserve rates an important and 
at times a leading influence in money cen- 
ters. In that sense the Federal Reserve 
bank rates may be said to be effective. 
Its effectiveness and the range of its in- 
fluence have been promoted in no_ incon- 
siderable degree in recent years by the in- 
creasing fluidity of the American credit sys- 
tem; that is, by the ease with which credit 
flows between the larger financial centers 
and the interior of the country. Member 
bank rate may be said to be effective. 
to move with Federal Reserve bank rates.” 


Regarded as a Discrepancy 


HE Senator from Minnesota contended 

that this statement was “entirely opposite 
and contradictory.” “In the first statement, 
Secretary Mellon states that the Federal 
Reserve bank rates reflect conditions in the 
money market rather than cause them, but 
in the second statement he claims that there 
is a sufficiently close connection between 
changes in the Federal Reserve bank rates 
and changes in rates charged their custom- 
ers by member banks to make Federal Re- 
serve rates an important and at times a 
leading influence in money centers,” Mr. 
Shipstead said, and then reviewed the events 
in the money market that followed the re- 
duction in the New York reserve bank redis- 
count rate. The changes he attributed to the 


rediscount rate reduction. 


He questioned the claim that the Treasury 
had succeeded in floating its certificates of 
indebtedness at a lower rate than even states 
and cities had been able to borrow on their 
“fully tax-exempt short term bills.” Sen- 
ator Shipstead charged the Treasury with 
disseminating “half-truths” in declaring that 
state and municipal bonds were wholly and 
fully tax-exempt, reading a telegram from 
the head of the New York State Tax Com- 
mission, which said “income derived from 
Minnesota State bonds taxable in New 
York.” 

He read into the record statements recit- 
ing that the state of Massachusetts on Feb. 
20, 1924, had sold $1,096,000 on a 3.90 per 

(Continued on page 813) 
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New Faces in the World of 


Currency 


By LEWIS ALEXANDER 


The Polish Zloty Makes Its Debut. The Sparkrone Appears In 


Austria. The Czechoslovak Gold Ducat, a Counter of Exchange, 
Makes Trading on More Narrow Margin Possible. Increasing 


HE letter “Z” has made its niche 
in the monetary hall of fame. The 
zloty—by an official decree of the 
Polish Republic—has become the 
monetary unit of that new nation. 

It is the latest of the post-war currencies 
to appear, but it is based on ‘the time- 
esteemed symbol of sound money—the gold 
standard. The zloty will contain the same 
amount of gold as the gold franc. On July 
1 it will become the only legal tender that 
Poland will recognize, as the shabby, tat- 
tered Polish mark passes into oblivion. The 
zloty, backed by gold, has already made its 
bow on the American exchange market and 
is quoted daily for the purposes of trade 
and commerce. 

With increasing signs that the nations of 
the world are swinging back to the gold 
standard and turning their backs upon the 
roaring printing presses that flooded coun- 
tries with tons of rubles, marks and crowns, 
Poland is in the vanguard of the nations on 
the highway to financial sanity. Even be- 
fore Sweden announced its decision to return 
to the gold basis, Poland had decreed the 
reform of its currency and had created the 
zloty, divided into 100 grosz. If the mints 
grind away en schedule, Poland will strike 
off pieces of 5 zloty in the proportion of 4 
zloty for each inhabitant. 


New Polish Coins 


OW that the coining of money belongs 

exclusively to the Polish state, it has 
announced that it will strike off the follow- 
ing moneys: In gold, 100, 50 and 10 zloty; 
in silver, 5, 2, 1 and % zloty; in nickel, 
20 and 10 grosz; in bronze, 5, 2 and 1 grosz. 
Gold money will be minted according to 
needs and without limitation. The pieces of 
5 zloty will be coined in proportion to 4 
zloty per inhabitant; pieces of 2, 1 and Y% 
zloty at the same rate, and moneys smaller 
than % zloty at the rate of 1% zloty for 
each person within its realms. 

Reform of the Polish currency was im- 
perative. An American dollar, which would 
buy only 18,090 marks at the beginning of 
1923, could have been exchanged for 6,460,- 
000 at the end of the year. Had Poland 
redeemed all of her currency in circulation 
at the end of 1922, the government would 
have needed more than $43,000,000. At the 
end of 1923 all of the paper currency in 
circulation was worth just $19,000,000 at 
the prevailing rate of exchange. The fig- 


ures show impressively why the world is 


Signs of Financial Sanity as Nations Return to Gold Standard. 


disgusted with the fiat issues and is turning 
to the gold standard. 

Just now it seems possible that Germany, 
in setting up the new gold bank under the 
Dawes plan, may bring another new mone- 
tary unit into the realms of finance. 

The almost inconceivable inflation of the 
mark may be indicated by a recent quota- 
tion of the once-sturdy unit: 


Germany—Par 23.8 cents per mark. 


Wednesday Tuesday 
Demand .......... -000000000024 .000000000024 
Week Ago Year Ago 
-000000000024 .0018% 


Nothing less than a sharp in mathematics 
could fathom the meaning of the 12 digits 
following the decimal point and proclaim how 
many trillionths of a cent the mark was 
worth. 


Seven New Units 


pen of seven new moneys, which have 
made their debut during the past year, 
is the rentenmark—a temporary currency 
limited to a period of two years. The nomi- 
nal value of the rentenmark is one gold mark 
($9.238) but it is not convertible into gold. 
The security behind the new notes, which 


Inflation Waning 


S the world is recovering 
from the nightmare of paper 
currency, new units of money 
are making their appearance. 


Poland has introduced the zloty. 
Lithuania has turned her back on 
European precedents and made 
her money unit a tenth-part of a 
dollar. With the prospective re- 
form of the German. currency, 


it is possible that another new 
money unit will be created to 
replace the ragtag mark. Czecho- 
slovakia, from her inception a 
foe of inflation, has struck off 
the gold ducat to eliminate the 
hazards that fluctuations in ex- 
change inject in business. There 
are many signs of the return of 
sanity in currency, with gold as 
the recognized standard and metal 
reserves for all note issues. 
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were put out under the direction of Hjalmar 
Schacht, is land and industrial property on 
which the Reichsbank holds a forced mort- 
gage. The rentenmark has not fluctuated 
very widely since its initial appearance, but it 
has had a limited circulation. 

The struggle of Russia to regain a stable 
currency is pictured in the chervonetz—bank 
notes put out by the Soviet and backed by a 
considerable reserve of gold, American cur- 
rency, pounds sterling and other foreign cur- 
rencies of definite values. The smallest de- 
nomination is one chervonetz—equal to 10 
gold rubles or $5.15. Hope is expressed that 
the chervonetz may be the foundation upon 
which Russia rebuilds her money system. 

One of the new standards of measure is 
the sparkrone—or savings krone, which has 
been established by Hungary with its action 
in placing all credit on a dollar basis. The 
sparkrone supersedes the paper krone, but 
there is a committee which daily fixes the 
relation between the two units. 


The Lit and Lat 


HE lit and the lat and the estmark grew 

out of the creation of the new states of 
Lithuania, Latvia and Esthonia, the Baltic 
border states that stand as gateways to 
Russia. 

Against an almost overwhelming deluge of 
worthless paper money that came from the 
ebb and the flow of the ruble and the Ger- 
man mark, the little states struggled to get 
a currency of their own which would have 
some ¥alue. Crushed under the heel of war, 
the countries had manifold odds against them 
—the confusion of currencies, the lack of 
gold for bank reserves and a war-torn ter- 
rain. 

With some fortitude, Latvia and Lithu- 
ania set their heads in the direction of a 
sound money. After going through the paper 
ruble nightmare, late in 1922, Latvia 
launched the new lat currency on a gold 
basis. So firmly was it founded, that the 
lat has frequently been quoted above its 
nominal values in dollars, $0.193—the value 
of a gold franc. 

Lithuania, whose nationals receive large 
remittances in dollars from her emigres in 
the United States, foresaw that the dollar 
might become the world standard in cur- 
rency. She adopted the lit as her standard 
unit and valued it at one tenth of the dollar. 

Esthonia founded a state bank in 1919— 
more than two years prior to the establish- 
ment of the Bank of Latvia and the Bank of 
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Lithuania. The estmark was patterned after 
the German mark and early this year was 
quoted at 387 to the dollar. 


The Czech Fight 


HE sstoical stand that Czechoslovakia 

took against the paper money and infla- 
tion fallacy is one of the most notable post- 
war events. 

Hardly had the new republic been set up 
before its guiders turned their attention to 
the all-important question of the national 
currency. Created from the richest part of 
the old Austria-Hungarian Empire, Czecho- 
slovakia decided that the easiest way to set 
up her own currency was to take the notes 
of the fallen state circulating in Bohemia 
and stamp them with the Czech super-charge. 
To separate the Czech currency from 
Austria, the new republic closed the borders 
for ten days. The frontiers were shut to 
foreign mail and passenger traffic. From 
March 1 to March 9 the sending of money 
by letter or money order was prohibited by 
official decree, and the financial institutions 
were prohibited from receiving deposits of 
any kind or paying out money to depositors 
for any purpose other than the payment of 
wages. A moratorium was declared so that 
trade, while standing still, might not be 
killed. All unstamped notes of certain 
classes ceased to be legal tender after a cer- 
tain date. It was by this drastic step that 
the Czech currency came into being. 

Because the country needed revenue, the 
government retained half of the notes pre- 
sented, considering them as a forced loan in 
the interest of currency reform. The liabili- 
ties assumed by the state were subsequently 
liquidated and the volume of currency out- 
standing decreased while the cover for the 
notes was built up. The government owns a 
silver mine at Pribiam and it has increased 
the silver holdings of the state banking office 
and brought gold to Bohemia by its sale in 
England for industrial purposes. 

While the Czech crown is far below its 
pre-war value, the hope has been expressed 
that the crown may be stabilized at a value 
in American cents and then converted into a 
gold-covered Czech franc. 


Czech Gold Ducat 


Seon Czechs hit upon a novel scheme of 
providing a coin for commercial purposes 
only, in minting the gold ducat. Desirous of 
having a coin that would have a fairly per- 
manent purchasing power, which would not 
be subject to the fluctuations of paper money, 
the government in 1923 minted as counters of 
exchange these ducats. These were sold at 
the equivalent of the gold value, plus a small 
seigniorage charge. The Czechoslovak ducat 
is not even legal tender, but is readily ac- 
cepted because it is made of gold. 

With the risk of fluctuation eliminated, it 
will be possible for the Czech traders to 
figure commercial transactions on a narrower 
basis, thus stimulating business in central 
Europe. If the gold ducat should become 
widely current, it is anticipated that the 
transition to a legal tender gold coinage and 
a gold standard may be facilitated, as it 
would merely be necessary to declare the 
ducats legal tender and interchangeable at a 
fixed rate for paper kronen. The ducat 
might be the medium for the establishment 


of a reserve percentage for note circulation, 
it is pointed out. 

The ducat is rich in historical tradition, 
containing the same number of grains as were 
found in the first golden crowns minted in 
Bohemia during the reign of John Lucem- 
burg during the year 1335. The obverse side 
bears the portrait of St. Wenceslaus with the 
inscription, “Let neither us nor our descend- 
ants perish” and on the reverse side the coat 
of arms of the republic, which gained its 
independence shortly after President Wood- 
row Wilson had declared self-determination 
of nations was one of the objects of the 


world war. 


The Danzig Gulden 


HE collapse of the mark led to the crea- 

tion of the gulden by the Free State of 
Danzig. This unit, only lately adopted, is 
approximately one gold franc or a twenty- 
fifth part of the pound sterling. Danzig de- 
pended for a long time on currency issued by 
the Reichsbank, but the debacle of the mark 
made it necessary for the free state to pro- 
vide a currency of its own. 

The Free City of Bremen last October 
issued an emergency currency in the form of 
notes, bearing on the face their value in dol- 
lars and also the equivalent in gold marks. 
Secured by foreign currencies and guaran- 
teed by the income of the city, the notes 
have been accepted in trade. 

The rapid depreciation of the mark. in Oc- 
tober caused Bremen to bring out its “dollar” 
note issue. While the Rentenbank had been 
founded in Berlin, the city did not see fit to 
bide the time until the bank would be ready 
to issue stable marks for use throughout 
Germany. Nine denominations of note 
issues, based upon a dollar value, were put 
in circulation. 

The city of Hamburg has set up its own 
bank to issue notes on the basis of gold 
credits at the bank’s disposal outside of Ger- 
many. When Germany stabilizes her cur- 
rency, however, it is likely that these emer- 
gency currencies will be discarded. 


The Austrian Shilling 


USTRIA, striving to get back on her 
feet by the stabilization of her currency, 
has contributed a new silver coin in the shill- 
ing. It is to be the equivalent of 10,000 
kronen—or about one-seventh of a dollar. A 
silver series is reported to be planned with 
multiples or fractions of the standard silver 
coin. The reception which has attended the 
silver coin indicates that the Austrians wel- 
come the change from paper to silver, one 
reason being that it makes conversion easier. 
In response to the demands of importers, 
the Austrian government has already minted 
gold coins. From a single kilo of mint gold, 
9.99 fine, the mints strike off 2,952 crowns, 
making the gold crown equivalent to 20.26 
cents in American money. This is the par 
value of the old Austro-Hungarian crowns. 
The gold coins are not minted from gold be- 
longing to the government, but only when 
the importers supply the bullion or foreign 
gold coins which may be melted up. 

The action was taken to provide importers 
with gold coins to pay import duties, which 
are payable on the gold basis. While these 
imposts may be paid in paper currency, bank 
commissions and money changing fees have 
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brought losses of from 1 to 5 per cent. 

The sound money reserve in Austria has 
had material increases. A statement of the 
Austrian National Bank late last fall showed 
that there was a 49 per cent reserve to cover 
the banknote circulation and the deposits 
in the bank. 

The events of the past two years indicate 
that there is an unmistakable drift in Europe 
toward the gold standard. It is possible 
that some of the nations will seek to bridge 
the gap from paper to gold by the inter- 
mediate step of silver, at least in the minor 
coins. The American silver producers are 
hopeful that the demonetization of silver may 
be checked by the adoption of the white 
precious metal as paper disappears from cir- 
culation. 


New Silver Coins 


N the Far East, where silver is the base 

of some money systems, new silver coins 
are appearing. 

New Chinese dollars bearing the effigy of 
Tsao Kun, now President of China, have 
been distributed, although there have been 
protests in cities where the Yuan republican 
dollars have not been able to replace the 
more popular “Mex”. 

In Manchuria the authorities have pro- 
posed to establish the Yuan dollar as the 
basis of Manchurian currency. They hoped 
to do away with the mixed currency, in- 
cluding the silver dollar. 

Even American-made bank notes hold fa- 
vor in the foreign eyes. This spring Bul- 
garia called in all of her old paper currency, 
so that it might be exchanged for the new 
1922 issue, which was printed in the United 
States. The old paper currency consisted 
of gold treasury bonds of 1000 leva, and gold 
and silver bank notes. The new issue com- 
prised only bank issues, emitted by the Na- 
tional Bank of Bulgaria. 

Down in Paraguay last fall the new cur- 
rency, engraved in the United States, was 
placed in circulation to redeem all of the 
old paper pesos that the South American 
country had issued in former days. 

Sweden recently borrowed $25,000,000 in 
the New York market after announcing its 
decision to return to a gold basis. The loan 
was a protective measure, obtained for the 
purpose of stabilizing the crown through the 
purchase of dollars when the Swedish unit 
shows a tendency to weaken. 

With Germany on the verge of estab- 
lishing a currency based on gold or sterl- 
ing, and thus convertible into gold, Russia 
turning to a quasi-gold basis in putting 
out the chervonetz and Poland embracing 
the gold standard in adopting the zloty, the 
conclusion is inescapable that the world is 
at least starting on the road that will lead 
to the ultimate restoration of the gold stand- 
ard. 

Whether the restoration will be achieved 
at pre-war parities in some currencies is an 
open question. It will be recalled that the 
financial section at the Genoa Economic Con- 
ference, as far back as in 1922, while de- 
claring unequivocably for the return of the 
gold standard, expressed doubt as to the 
wisdom of striving for pre-war parities. The 
stabilization of the German currency will at 
least be the starting point in the coming ad- 
justment of the world exchange problem. 


Protection for the Depositors 


BY DONALD A. MULLEN 


Clearing House Examination System Operates as Guaranty 
Against Loss Because the Examiner Has a Constantly Accumu- 


lating Fund of Knowledge on Local Conditions. Credit Bureau 


GUARANTY for all bank depos- 
itors. “Impossible,” you say, but 
I shall endeavor to outline a sys- 

tem of examination which has 
given to the depositors of all member banks 
in every clearing house city where it is func- 
tioning a 100 per cent guaranty against loss. 

Since the inception of the Clearing House 
Examiner System in Chicago eighteen years 
ago, no depositor, as has frequently been 
pointed out, has ever lost a penny through 
the failure of a clearing house bank in any 
city where the examiner system is operative. 

This system should be, and eventually will 
be (for the public will demand it), in every 
clearing house city of any size or importance 
in this country. The Clearing House Exam- 
iner System is an examination department 
in connection with a local clearing house, 
under the direct supervision of an examiner 
known as a clearing house examiner, who 
devotes his entire time supervising all banks, 
members of a particular clearing house asso- 
ciation and responsible to these members and 
to the clearing house committee of that par- 
ticular city. 

The chief duty of the clearing house ex- 
aminer is to visit all member banks of 
the Clearing House Association at least 
once a year, more often if necessary, in or- 
der to ascertain that each member is in an 
absolutely solvent condition. The primary 
object of the Clearing House System of Ex- 
amination is to place the banking business 
of our cities and towns upon a higher plane 
and a safer basis, eliminating the possibilities 
of insolvency and further strengthening the 
financial structure of this country. 


Strength of System 


HE strength of such system lies in the 

fact that it is brought about by the 
voluntary action of all members for their 
mutual benefit and protection. Through 
such judicious and intelligent supervision, the 
mutual interests of all will foster and en- 
courage conservative management in each, 
which means the development of closer co- 
operation, the promotion of harmony, the 
advancement of sound banking principles and 
the discouragement and prohibition of dan- 
gerous and doubtful methods. 

This system affords additional precaution 
and aids materially in establishing and main- 
taining the safety of all banks in a given 
community by guarding against undue ex- 
tensions of credit as well as throwing the 
proper safeguards around all institutions in 
a particular community. 

The clearing house examiner, who is the 
head of this department, assists and coop- 


Forestalls Those Who Gain Credit Fraudulently from Banks. 


erates at all times with the members of 
his association to the fullest extent of his 
ability. All intimate inside knowledge of 
each bank’s affairs is known only to him 
and to the officers of that particular institu- 
tion. At all times he is lending his services 
to the building up and correcting of any 
undesirable condition he may -find, thereby 
obviating the necessity of incorporating his 
criticisms in his reports to the various boards 
of directors or to the clearing house com- 
mittee. 

Opposition to the installation of such a 
system springs from the fear that an exam- 
iner’s one object is to find trouble and 
reveal it to the directors or to the clearing 
house committee. Such is not the case. In 
reality his position is that of a physician, 
since he is usually able to prescribe the proper 
remedies in time and stay with his case until 
he has effected a complete cure. 

The following conversation, which took 
place between the president and a director 
of a large institution, is illustrative of the 
manner in which the system functions: 

Mr. Jones, a manufacturer in a good- 
sized community, a director of many cor- 
porations, as well as a director of one of 
the city’s largest banks and a member of 
the clearing house committee, walked into 
the institution of which he was a director 
a few days after the clearing house examiner 
had completed his examination, and ad- 
dressed the- president something like this: 


The Examiner Reports 


66 R. STEVENS, I have a letter from 

Mr. Anderson, the clearing house ex- 
aminer, stating that he had just completed 
an examination of our institution, and had 
filed a complete report with you, which you 
are to submit to the officers and directors. 
The examiner further states that it is my 
duty as a director of this institution to exam- 
ine this report carefully and under the clear- 
ing house rules, report back to him that I am 
fully convinced and satisfied that the in- 
stitution I am helping to direct is in good 
financial condition.” 

Mr. Stevens then submitted the report to 
Mr. Jones, who studied it carefully. He 
was amazed at its thoroughness and com- 
pleteness. The report set forth the amount 
of cash the bank had on hand at a certain 
date; whether or not it met the minimum 
requirements ; the amount of ;ast due paper; 
the amount of bad debts, if any; the amount 
due as directors, payers or guarantors; the 
amount due from corporations in which the 
directors are interested; the value of stocks 
and bonds carried, whether or not they are 


783 


carried at a sum in excess of the market 
value and the amount of capital, surplus and 
undivided profit, showing whether it is rep- 
resented by good or bad assets. In other 
words, this examination by the clearing house 
examiner gave to the officers and directors a 
complete statement of the bank’s condition 
with whatever suggestion sound banking 
principles required him to make. 

Mr. Jones continued: “In the fifteen 
years that I have been a director this is 
the first time I have fully realized the re- 
sponsibility resting upon me in helping to 
direct the affairs of this bank. I am now 
fully satisfied, after this examination, that 
our institution is in excellent financial con- 
dition—a credit to the clearing house asso- 
ciation and to the community which we are 
serving, and, Mr. President, I want to con- 
gratulate you upon the able manner in which 
you and the officers hive managed the affairs 
of this bank.” 

“Why did we not adopt this system of 
examination fifteen years ago, when the Chi- 
cago, St. Louis, Philadelphia and several 
other clearing house associations installed 
examination departments?” To which Mr. 
Stevens replied: 


“System Too Expensive’’ 


perhaps you can recall the 
time we discussed the advisability 
of adopting the examiner system and every 
director of this institution voted for it, but 
as I now recall, one or two banks, members 
of the clearing house, voted against it. The 
reason given at that time by these two 
banks was that such a system was too ex- 
pensive, they forgetting the fact that every 
precaution should be taken to safeguard the 
interests of the depositors as well as of the 
stockholders. Another argument presented 
was that a man could not be had who would 
measure up to the requirements of such a 
position and still be acceptable to all the 
banks concerned. It was not until recently 
that these two major objections were over- 
come. When a certain bank closed its doors, 
due to the embezzlement of the bank’s funds 
by one of the officers, the disclosure amazed 
the community. After a complete examina- 
tion it was found that this man had been 
misappropriating the bank’s funds for several 
years.” 

It was only after this failure that the 
officers of the two institutions who opposed 
it were finally convinced of the merits of 
the examiner system. After giving it their 
thoughtful consideration, they found that 
not one depositor ever lost a cent through 
the failure of a bank under the supervision 
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of a clearing house examiner since the in- 
ception of the system in Chicago eighteen 
years ago. 

“Think of it,” said the president, “here 
is a safeguard that the bankers in thirty- 
three cities, having a population ranging 
from 27,000 to 5,000,000, had the foresight 
and good judgment to recognize and adopt. 
It is a guaranty of safety that no far- 
sighted banker or clearing house commit- 
tee should lose sight of, and, furthermore, 
I believe the time is coming when the public 
will demand that every clearing house asso- 
ciation install such an examination depart- 
ment to help safeguard the interests of its 
members and the community.” 

“How is it that there are so many large 
cities now without a clearing house exam- 
iner?” 

“I believe I can answer that question 
from our past experience,” replied the presi- 
dent. “Although we voted in favor of such 
a system several years ago, several of our 
directors thought it was rather expensive, 
but we finally convinced them that the pro- 
portionate cost to our institution would not 
be as great as under the old system of 
having an annual audit by the directors or 
some reliable accounting firm. Now I am 
satisfied and fully convinced that an ex- 
amination by a clearing house examiner is 
the most thorough of any we have, for the 
examiner is privileged to spend as much 
time as he deems necessary in any bank and 
is not hampered by red tape. Then, too, you 
must bear in mind that the clearing house 
examiner soon becomes thoroughly familiar 
with local conditions and is bound to be a 
better judge of local credits than either a 
state or national examiner, who is moving 
about continually and has not the time to 
make as close a study of local conditions.” 


The Objections Raised 


i continuing his conversation with this 
director the president said: “You will re- 
call how difficult it was for the presidents 
of two of our banks to agree upon the man 
suggested for the position of clearing house 


examiner. Their main objection was that 
the examiner might divulge to a rival in- 
stitution something of a confidential nature 
regarding their institutions. This objection 
was overcome when one of the members of 
the committee pointed out that in the eighteen 
years since the installation of this system 
there never has been a leak of information 
through a clearing house examiner employed 
in any of the cities where the system is 
functioning. That assured these gentlemen 
that when a man is chosen for this position, 
in addition to his ability and peculiar fitness 
for the work, he must be a man who will 
command the respect and confidence of every 
member of the clearing house association.” 

“Do you think,” the director continued, 
“such a system would be feasible and bene- 
ficial to the banks in our smaller cities and 
towns?” 

And the president replied, “I certainly do. 
There is nothing that will prevent the mem- 
ber banks in one or more county groups 
from having such a system in operation, 
whereby their examiner could visit the mem- 
ber banks of that particular county or group 
once or perhaps twice a year, thus giving 
to the banks in our country districts the 
same close supervision and safeguard that 
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the banks in many of our larger cities now 
enjoy. The cost of maintaining such a de- 
partment could be pro-rated among the mem- 
bers of that particular group or county, and 
the cost to each would be negligible com- 
pared to the great results and benefits de- 
rived. A committee similar to the clearing 
house committee in our larger cities could 
be selected from among the leading bankers 
of the county or group, and could serve 
in the same capacity, always ready to cooper- 
ate with the examiner in case he should un- 
cover a situation which would need the advice 
and sound judgment of a group of men 
capable of analyzing a difficult situation. 
Furthermore, such an examiner could bring 
to the attention of the country banker new 
methods and systems which would be very 
helpful to him in running his bank and giv- 
ing service such as is now being given by 
the banks in the larger cities. 

“In order to illustrate to you the advan- 
tages of a credit bureau operated in con- 
nection with the examination department, I 
want to relate briefly one of the many ex- 
amples which has come to my attention in 
the past few years,” Mr. Stevens continued. 
“The case I have in mind is that of a large 
concern which carried an account with five 
banks in a certain city. The statement which 
the company was submitting to the banks 
from time to time indicated that it was 
entitled to Al credit. The company’s sup- 
posedly strong financial condition permitted 
it to borrow the legal limit of each institu- 
tion. For instance, it was the practice of 
this company to borrow from Bank A the 
limit entitled, which at that time was $180,- 
000, the notes running for ninety days. When 
the notes fell due, they were invariably paid, 
thereby more firmly establishing the credit 
with this institution. In order to meet the 
maturing notes at Bank A, the company 
borrowed from Bank B a full line amounting 
to $150,000, and when these notes matured, 
they were lifted in full. In order to do this, 
the concern borrowed from Banks C or D, 
occasionally having notes in each of the 
two or three banks, and in each case were 
pursuing the same practice as with Banks 
A and B; that is to say, borrowing for a 
period of sixty to ninety days from one or 
several banks, and paying in full when due. 


Borrowed to the Limit, 


667T" HE bankers in this particular city 

held this concern in the highest 
esteem, and when its obligations were paid 
promptly, their confidence was strengthened. 
Due to the curtailment of business in that 
locality several years ago, this concern got 
into financial difficulties. Then the discovery 
was made that the company had borrowed 
to the limit at each of the five institutions, 
unknown to one another, thereby causing a 
loss amounting to several hundred thousand 
dollars to these banks. If, these banks had 
in operation the examiner system or a 
credit bureau, such a calamity could never 
have happened. The loss sustained would 
have covered the cost of the examiner sys- 
tem in that particular city for a period of 
at least fifteen years. 

“You see, we have in connection with our 
examiner system a credit bureau, which is 
under the direct supervision of the clearing 
house examiner. Being familiar with local 
conditions, he soon becomes personally ac- 
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quainted with the credit lines of all borrow- 
ers and has a close check on each. We have 
a clearing house rule whereby all loans, 
whether direct or indirect, are reported to 
the examiner, who compiles this information 
and at all times has an up-to-date record 
of every borrower who is indebted to the 
banks for $500 or over. This bureau has 
been a real help to us on more than one 
occasion. You will recall that about three 
months ago the X Corporation made an 
application for an additional $100,000 line 
of credit, which was refused by the board 
at my suggestion, for after analyzing the 
company’s statement I felt they were bor- 
rowing about their limit. But in order to 
satisfy myself I called the examiner to verify 
the statement submitted, and found the com- 
pany was borrowing $600,000 from four 
other banks. In giving me this information, 
the examiner simply gave me the total 
amount of the borrowings, as well as the 
number of institutions, but not the names 
of the banks, inasmuch as that is confiden- 
tial information.” 


“T can assure you,” said Mr. Jones, “that 
I never realized the possibilities of the ex- 
aminer system. I know now that our share 
of the contribution each year to maintain 
this department is one of the best invest- 
ments this institution makes.” 

Mr. Stevens, elated over receiving such an 
expression from this director, said: “I heart- 
ily agree with you. It has been my conten- 
tion right along that it is far better to have 
a system that will throw the safeguards 
around each institute, to prevent the over- 
extension of credit as well as guard against 
peculations which occur many times due to 
laxness on the part of the bank officers. 


“Confidence is the life-blood of the bank- 
ing business, and every bank failure tends 
to break down a community’s confidence in 
all banks. Therefore, I believe we should 
strive to make our city one of the safest 
in the country.” 


Edge Corporations Aided 
by Bill 


HE Senate in May passed a bill, amend- 

ing the Federal Reserve Act, so that 
foreign finance corporations, formed under 
the Edge Act, would be relieved from the 
requirement of maintaining a demand de- 
posit or a cash deposit of 10 per cent. The 
bill, approved by the Federal Reserve 
Board, would permit these banks to keep 
their deposits in some other form than cash, 
in short-term commercial gilt-edged paper 
or some security of this kind. 


Senator McLean of Connecticut, in ex- 
plaining the measure, pointed out that these 
corporations are in no sense commercial 
banks, and are not permitted to accept de- 
posits subject to check. They are permitted 
to accept only such deposits as are in- 
cidental to their foreign business. Banks 
organized under state law, and having the 
same powers that these banks possess are 
not required to keep any deposits at all, he 
stated. He urged the passage of the legis- 
lation on the ground that the Federal cor- 
porations ought to be put upon a par with 
the corporations organized under state laws 
and doing the same kind of business. 
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The Puzzle of the Chilean 


Peso’s Plunge 


By G. BUTLER SHERWELL 


With Industries Flourishing, Exports Running Above Imports 
and Chief Industries Active, Value of Peso Continues Down- 
ward. Favorable Balance of Trade Reversed by Practice of 


HE industries of Chile are in a flour- 

ishing condition. Exports from that 

country are running above those of 

the most prosperous war years and 
have broken all records within the past six 
months. Balance of payments is, therefore, 
highly in favor of Chile, and under such 
conditions there is every reason to expect 
that the trend of the exchange of that 
country should run along parallel lines. 
Nevertheless, the value of the peso has 
steadily and alarmingly declined since March, 
1919, a condition which is a puzzle to many 
theorists, since such decline seems to be op- 
posed to the theory that a favorable bal- 
ance of payments affects the exchange of a 
country, favorably. Such a condition is not 
only a puzzle, but an actual hazard for 
the commercial people, since declining cur- 
rency interferes with foreign buying to a 
considerable extent. 

This article presents an analysis of the 
causes which, under ordinary circumstances 
and according to the accepted principles of 
economics and finance, would account for 
the maintenance of Chilean currency at a 
high level, as compared with the curren- 
cies of other countries. The second anal- 
ysis follows, discussing the factors which 
have been given as responsible to a certain 
extent for the present unsatisfactory ex- 
change conditions, and the conclusion con- 
tains the reasons which in the mind of 
the writer are true causes responsible for 
the decline of the Chilean peso to a level 
which has never been reached in the mone- 
tary history of Chile. 


A 300 Per Cent Drop 


HE following table, giving the average 

monthly rates for the Chilean peso during 
the last five years and the first three months 
of 1924, will be taken as a basis for this 
discussion : 


1920 1921 1922 1923 1924 


20.74 14.32 10.13 12.82 10.36 
21.33 14.40 10.40 11.99 10.13 
21.40 14.76 11.41 12.67 9.77 
21.27 12.98 11.28 12.31 
19.70 11.87 11.87 12.83 
18.99 11.86 12.64 13.40 
19.11 10.44 12.97 12.63 


August ....... 18.18 18.10 10.24 13.75 12.21 
September ....18.94 16.79 10.71 13.73 12.37 
October ......20.07 15.59 11.73 13.61 11.75 
November ....19.20 14.00 11.04 12.38 11.08 
December ....18.73 14.22 10.78 12.41 10.66 


The seriousness of the situation may be 
realized by taking up the average for March, 


Foreign Owned Industries Sending Their Profits Abroad. 


1924, and comparing it with the averages for 
the same month in previous years. The de- 
cline of the Chilean peso from March, 1919, 
to March, 1924, has been about 303 per 
cent. During 1923 the decline which oc- 
curred in the month of February may be 
explained by the fact that the nitrate market 
was still paralyzed, but a different situation 
prevailed at the close of the year. The 
decline occurred notwithstanding the fact 
that the 1923 harvest was an excellent one, 
that unemployment did not exist and that 
the amount of paper currency outstanding 
was considerably less than in previous years. 
The official figures for November placed the 
total circulation at about 250,000,000 pesos, 
as against 301,000,000 at the beginning of the 
year and 318,000,000 at the end of June. The 
bill circulation on Jan. 31 was placed at 
272,114,403 pesos, against 292,503,235 pesos 
for December, the reduction being brought 
about principally through the retirement of 
treasury notes. In spite of the above reduc- 
tion, the average for January, 1924, is lower 
than that of the previous month. 


Justified by Facts” 


HE chaotic internal political situation of 

the country which prevailed at the end 
of 1923 was given as a possible explanation 
for the unsatisfactory exchange situation. 
This situation, however, has come to a most 
gratifying solution. In the general election 
held on March 2, 1923, the administration 
obtained a decided victory, and there is now 
a homogeneous majority in both houses. 
Notwithstanding this, exchange has failed 
to improve. Depreciated exchinge in Chile 
has a most harmful effect on American 
trade, since as matter now stand, many 
commodities formerly imported from the 
United States are now being supplied by 
local producers to a considerable extent, or 
are being ordered from European countries. 
Furthermore, depreciated exchange entails 
difficulty in making collections, and due to the 
critical condition of the peso, Chilean im- 
porters have had to resort to requesting 
extensions from their American suppliers. 

Taking the matter from a different point 
of view, the only times during the past 
twenty-five years that low exchange rates 
have been known in Chile correspond to 
panic periods, when commerce and industry 
became almost paralyzed. An example of 
this is found at the outbreak of the war 
in 1914 and again in 1921, due to the nitrate 
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crisis. The depreciation in exchange which 
happenings of such importance brought 
about puzzled no one, but an explanation of 
the reason of the present low levels is not 
sO apparent, since, instead of an economic 
crisis prevailing, the productive sources of 
the country are found in an excellent condi- 
tion of profitable activity. The leading 
economists and financiers of Chile, facing 
the perplexity of the problem, have agreed 
“that the drop is not justified by facts.” 
One of the American economists inter- 
ested in Chilean matters has expressed one 
of the reasons of the exchange situation in 
Chile as follows: “The value of Chilean 
money in terms of foreign currency has suf- 
fered an unprecedented fall, while the régime 
of inconvertible paper has become more firm- 
ly established, preventing for the time being 
any attempt at the restoration of a gold or 
gold-exchange standard.” Consideration will 
then be given first to the subject of incon- 
vertibility of the Chilean currency as one 
of the reasons for the exchange depreciation. 


Inconvertibility of Currency 


SIDE from its unstability, the present 

currency system of Chile is open to 
grave criticism on the ground of its inelas- 
ticity. The amount of the fiscal issues is 
fixed at 150,000,000 pesos, and is not in- 
creased or decreased to meet the demands 
of commerce. These bills are considered to 
be redeemable eventually in gold pesos at 18 
pence. A second type of fiscal currency in 
circulation is found in the gold-guaranteed 
bilis which offer a means of expanding 
the circulating media with adequate safe- 
guards, and these notes at present form an 
insignificant part of the currency. These 
notes are issued against gold deposits in the 
Government Treasury at Santiago or in ap- 
proved banks abroad at the rate of 12 pence 
per peso. The Chilean banks are not in a 
position to deposit gold abroad as a guar- 
antee, and the gold supply of Chile is so 
small that little is available for the purpose 
of note issue. In former times foreign 
banks availed themselves to a considerable 
extent of the facility of obtaining notes in 
this manner, but at the present time, with 
exchange at 5 to 6 pence, there is no object 
in depositing gold at the rate of 12 pence 
to the peso in order to obtain paper money. 
There is still a third class of fiscal bills in 
Chile in circulation, which represent ad- 
vances to nitrate producers made by the 
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government up to 7% pesos per 46 kilos of 
nitrate ready for shipment at the coast and 
6 pesos for nitrate stored at the oficinas. The 
latter kind of bills can hardly be considered 
as a desirable element in the Chilean cur- 
rency from the point of view of its ultimate 
stabilization on a metal basis. It is true that 
currency issues as above explained have 
been instrumental in avoiding excessive un- 
employment during periods when the de- 
mand for nitrate is dull, and have greatly 
assisted in the development of the nitrate 
industry due to the fact that producers, 
through these bills, are able to obtain money 
to meet production expenses at low rates, but 
such benefits cannot offset the difficulties 
which might arise if overliberality in their 
use is indulged in, or in the case of a sharp 
reduction in the market value of nitrate. 

A different type of Chilean currency in 
circulation is found in the treasury notes 
which are issued to banks on deposit of 
land mortgage bonds, irrigation bonds and 
certain government obligations. These notes 
represent also advances made to producers 
of nitrate. This is the most objectionable 
kind of currency at present in circulation in 
Chile. Its purpose is only that of making 
up the deficiency of treasury receipts, and in 
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default of a public market for government 
securities it has recourse to the banks. No 
metal guarantee is at the back of these 
notes, and the only favorable feature that 
may be seen in connection with these issues 
is that the bonds against which they are 
issued are of a definite maturity. 


Currency Situation Unhealthy, 


I T may thus be seen that the Chilean 
currency situation is far from being 
healthy, due to the complete disorganization 
and lack of unity and guarantee of the dif- 
ferent paper currencies in circulation. There 
is no doubt that such a condition would be 
instrumental to a very considerable extent 
in bringing about lack of confidence in the 
circulating media, with its consequent result 
in exchange depreciation, This point must 
be discussed, however, from a different angle, 
and consideration must be given first to 
the following two tables. The fixed emis- 
sion of fiscal bills, it will be recalled, has 
been 150,000,000 pesos annually. The first 
shows the total amounts of paper currency in 
circulation in Chile on different dates, and 
the second gives the figures of the gold con- 
version fund also on different dates: 


Chile’s Finances in Figures 


Fiscal Bills———_, Notes————__, 
Guaranteed 
by Gold Nitrate Advances To Banks Nitrate Advances Total* 

Year Pesos Pesos Pesos Pesos Pesos 
45,000,000 6,880,000 21,256,000 223,136,000 
82,054,227 9,970,000 3,857,000 175,881,227 
18,145,000 eee 274,000 8,708,000 177,127,000 
44,845,800 31,227,500 75,895,000 301,968,300 
eo 5,102,001 38,474,000 76,091,500 54,110,500 323,778,001 
ft ee 3,142,001 52,793,867 68,565,000 26,603,850 301,104,718 


*The Government has carried on its books a diminishing quantity of old fiscal bills and bank notes in 
circulation prior to 1895, which have gradually been turned in and destroyed. No account of them has 


been taken in this table. 
the internal debt in paper. 
placed, therefore, at 272,205,003 pesos. 


At the end of 1922 the balance amounted to 853,119 pesos, considered as part of 
The official figures of the total currency in circulation as of that date has been 


Securities in ae Gold 
Paper Currency In Chile In Foreign Banks Total Gold 
Year Paper Pesos Gold Pesos Gold Pesos Gold Pesos 
1,919,305 16,513 44,765,855 44,782,368 
36,240,253 94,483,459 94,483,459 
3,643,634 107,390,627 111,034,261 
3,643,634 **84,116,068 87,759,702 
24,764,607 69,379,951 94,144,558 
64,145,814 47,126,424 111,272,238 
66,805,538 47,305,062 114,110,600 
90,118,719 23,991,881 114,110,600 
93,218,999 21,502,781 114,721,780 
93,218,999 21,502,781 114,721,780 


*This sum was transferred to special revenue by virtue of Laws 2612 and 2641. 


**By Law 3167, Dec. 29, 1916, the sum of £2,000,000 was taken from the conversion fund to meet a 
short-term loan placed in London; later most of this was restored. 


The first table shows that at the end of 
1922 the total paper currency in circulation 
amounted to 301,104,718 against total gold 
reserves of 114,721,780 pesos, or in other 
words, the total paper currency of Chile had 
a gold guarantee on that date of 37 per cent. 
Taking into consideration the fact that a 
gold peso is worth 18 pence, 37 per cent of 
it would be about 7 gold pence or 14 cents in 
United States Currency, which is over 1% 


points higher than the average rate of the 
Chilean peso in December, 1922, which has 
been placed at 12.41 cents to the peso. This 
discrepancy is more pronounced at the close 
of 1923. Total currency in circulation was 
placed at 271,251,884 pesos and total gold 
reserve did not vary from the previous year. 
The ratio between total circulation and gold 
reserves stood, therefore, at about 42 per 
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cent, and considering the gold value of the 
peso at 18 pence, the metallic reserves would 
give the paper pesos, based on the above 
figures, a guaranteed value of a little less. 
than 8 pence or about 15 cents in United 
States Currency. The average rate for pesos 
in December stood, however, at 10.66 cents 
or over 4 points below the metallic value, 
This is, of course, a strong argument for 
those who contend that the unsatisfactory 
exchange situation of Chile is not consonant 
with the facts. 


The Struggle in Currency 


T is, therefore, evident that one of the 

most important problems which the econo- 
mists of Chile have to face in the reor- 
ganization of the monetary system of the 
country is the matter of currency stabiliza- 
tion. The economic history of Chile shows. 
that there has been a tendency on the part 
of the predominant political classes to main- 
tain an inconvertible paper currency. These 
classes are producers of Chilean staples sold 
in terms of foreign currencies and the cost 
of production of which had been paid in de- 
preciated currency. The struggle between 
the advocates of a stable currency and those 
of inconvertible currency continues to go on, 
but it appears that a wider knowledge of 
monetary economics has resulted in a strong 


sentiment in favor of the advocates for the 
former type. 


Several attempts have been made on dif- 
ferent occasions in Chile to bring about 
stabilization of currency. At the close of 
1865 a loan was passed providing for incon- 
vertibility of bank notes until six months 
after the ending of the Spanish war, or June 
30, 1867, at the latest. However, during the 
period from 1867 to 1873, speculation in a 
high degree and a general abuse of credit 
took place with the result that in 1878 a gen- 
eral crisis was unavoidable. Inconvertibility 
of the paper currency was declared until 
1879, but this period was later extended for 
nine months and May 31, 1880, was fixed as 
the limit for the period of inconvertibility of 
paper currency. At the close of 1878, how- 
ever, war with Bolivia was almost certain 
and the declaration of war in 1879 was fol- 
lowed by large issues of inconvertible cur- 
rency and the consequent slump in exchange. 
This condition lasted until 1881 when a sur- 
den exchange improvement took place after 
the rich nitrate territory was under Chile’s. 
control. A rapid descent took place, how- 
ever, starting in 1884 and continuing for the 
next ten years. In view of that, the Govern- 
ment enacted laws in the years 1892, 1893 
and 1895, relative to the conversion of cur- 
rency and according to the latter, this was 
to begin on June 1, 1895, at the rate of 18 
pence per peso. 


Regime of Gold Starts 


HE régime of gold standard was in- 

augurated on July 1, 1895, but a feeling 
of certainty that the gold conversion period 
would not be of long duration prevailed 
everywhere. In effect, a law passed in July, 
1898, declaring a moratorium, authorized the 
issue of 50,000,000 in Government notes, and 
suppressed the issue and circulation of bank 
notes. The collapse of the short-lived gold 
régime and the return to inconvertible paper 
currency occurred when the law of July 31, 
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June, 1924 
1808, was enacted. The purpose of this law 
was to save the gold reserve held in the 
banks against exhaustion due to the demands 
made upon them by the holders of notes. 
Conversion of currency was then to take 
place in 1904, but on Dec. 29 of that year a 
law was issued again postponing the con- 
version of the paper currency for an in- 
definite period of time. In the years that 
followed, inconvertible currency issues fol- 
lowed one another with the consequent 
lamentable effect of bringing about lower 
exchange levels. A few years prior to the 
outbreak of the war, public opinion in Chile 
asserted itself against the continuation of the 
régime of inconvertible currency, the senti- 
ment in that direction being so strong that a 
move was started toward the creation of an 
office of conversion and issue, but this coin- 
cided with the declaration of war in Europe 
and it was then thought advisable not to 
disturb the monetary organization. Thus, 
Chile fell again into the régime of incon- 
vertible currency, the evils of which were 
soon forgotten, due to the prosperity 
brought about by the demands of the bel- 
ligerant nations for staples such as Chile is 
able to produce. The post-war period of 
liquidation and readjustment very critically 
affected the exchange situation of Chile as 
may be gauged from:the chart shown below, 
and thoughts were again turned in Chile to 
the conversion of the paper issues. On Dec. 
29, 1920, the Chilean Congress passed a law 
fixing Dec. 31, 1921, as the date for the con- 
version of paper money, but on Dec. 30, 
1921, a new law was passed postponing the 
conversion date until Det. 31, 1924. 

In the middle of 1923 it was proposed in 
Chile to deposit the conversion funds in New 
York or London banks, earning interest at 
about 3 per cent per annum; but apparently 
no definite steps were taken in that direc- 
tion. The amount of gold held by Chile has 
not varied for four years, representing ap- 
proximately 43 per cent of the paper in cir- 
culation. It would have been sufficient to 
redeem the whole of the paper currency at 
about 734 pence, a rate which, as stated 
above, is in excess of that shown at the close 
of either of the last four years. 
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Summing up, the following chart shows 
that at one time the par of Chilean exchange 
was over 45 pence, but large issues of paper 
money during and after the war between 
Chile and Peru led to a heavy decline in the 
value of the peso, and in 1892 Congress fixed 
the rate of redemption at 24 pence, but in 
February, 1898, the redemption rate was re- 
duced to 18 pence, and in 1898, when a fresh 
paper emission was authorized, it was pro- 
vided that a fund should be annually set 
aside so as to redeem the whole of the paper 
issued by July, 1902. In the previous De- 
cember conversion was postponed, however, 
until 1903, and since that date, conversion 
has been further postponed several times, 
the last being in the early part of 1922, when 
the date was put off to the end of 1923 and 
then again postponed until December, 1924. 

The above discussion shows that although 
the fall of Chilean exchange would be well 
justified by economic principles on account 
of the instability and general disorganiza- 
tion of the monetary media of Chile, the 
present decline has reached a point far be- 
yond the limit which the ratio between gold 
reserves and total circulation would deter- 
mine. That such is not the principal cause 
of the present decline is proved thereby, and 
consideration will now be given to the sub- 
ject of exchange speculation which has also 
been given a great deal of attention in Chile 
as one of the forces prevailing against a sub- 
stantial improvement in exchange. 


Speculation in Exchange 


HE fact that the value of the local cur- 

rency of Chile depends wholly upon the 
supply and demand of drafts on foreign coun- 
tries, in addition to influences of psychological 
order momentarily affecting the market, is a 
constant incentive to speculation in exchange. 
It is this unrestrained speculation that causes 
the rate of Chilean pesos to vary from day 
to day. Even the banking institutions make 
a large part, and in some cases the largest 
part of their profits from exchange transac- 
tions, which cannot but partake of the nature 
of speculation. Gambling in exchange in 
Chile has assumed the unhealthy proportions 
of a weakness throughout the commercial 


FLUCTUATIONS OF CHILEAN EXCHANGE 


The Chart Shows How the Peso Has Dropped 


community to the detriment of legitimate 
business. Any merchant or importer who 
neglects to take the necessary steps of cover- 
ing his daily transactions is placed in a posi- 
tion where his profits depend entirely upon 
the rate of exchange prevailing at the time 
of liquidation. The result of this situation 
is that the temptation to depend upon chance 
for a larger profit is too strong to overcome. 
Almost all the speculative exchange transac- 
tions of private nature are carried on the 
books of the banks and the latter are, there- 
fore, obliged to keep accounts in several for- 
eign currencies. Notwithstanding the fact 
that the speculation in exchange in Chile has 
a detrimental effect in the value of the 
Chilean currency, it is not the immediate 
cause of the heavy and steady decline of the 
pesos in recent months. The proof of the 
fact that speculation has only played a minor 
role is found in that the manipulator’s in- 
terest is to keep the market in constant vacil- 
lation, that is to say, upwards and down- 
wards. But just the opposite has occurred 
in recent months since there has been no up- 
ward trend, only a steady decline. 


The Fiscal Crisis 


ONSIDERATION will now be given to 
the fiscal crisis of Chile as accounting 
for the unsatisfactory condition of exchange. 
It is a mistake to speak of this as the 
principal cause of the decline of exchange. 
This might have been a strong factor in 1922 
but does not hold good today, since in the 
first half of 1923 the Chilean treasury col- 
lected 75,000,000 gold pesos, or 25,000,000 
pesos more than calculated by the Congres- 
sional Budget Commission, and that im- 
provement has continued since. Paper re- 
ceipts, it is true, have not come up to the 
original estimate, but this is due solely to 
the delay in passing revenue-producing legis- 
lation, the anticipated proceeds from which 
were taken into account when framing the 
budget. 

The revenue statistics for 1923 furnished 
by the Superintendent of Customs to the 
Ministry of Finance, and published during 
the second week of January of this year, 
show an increase of 57,004,398 pesos gold 
of 18 pence ‘over the customs receipts for 
the preceding year. 

The customs receipts for 1923, amounting 
to over 144,000,000 pesos gold and 8,000,000 
pesos paper, exceed by 30 per cent the gold 
revenue estimated in the last Budget Law. 
The following tables of unofficial figures 
give an idea of the amounts collected by the 
Chilean customs in 1923, both in gold and 
paper currency: 


Gold of 18d. 

76,770,228.63 

61,481,561.05 
2,806,192.25 


102,979.25 
2,342,600.13 
819,158.25 
13,366.34 


Paper 
31.17 
5,463,296.31 
101,704.25 


Export taxes......... 
Import duties........ 
Parcels Post duties... 
Extra tax of 10 per 
cent on alcohol..... 
Warehouse charges... 
Lighthouses and buoys 
Consular fines 
Dock dues and clear- 
ance charges....... 


6,526.55 
286,256.55 
508.64 
6,710.43 


2,841,773.26 
144,336,085.60 8,706,807.56 


Income Tax Raised 


FURTHER improvement in the finances 
of Chile may be gauged from the fact 
that the income tax law, passed at the close 
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of 1923 by the House of Deputies, which 
accepted the bill as amended by the Senate, 
was made effective on Jan. 2, 1924. This 
law provides for a tax of 9 per cent on the 
total incomes from real estate, 444 per cent 
on incomes derived from investment securi- 
ties, 344 per cent on profits from commerce 
and industry, with the exception of mining, 
and 2 per cent on private and public salaries 
over 2400 pesos a year. Another encourag- 
ing feature is found in the fact that the op- 
erating revenues of the Government railways 
for the period of January to November, 
1923, the latest figures available were 157,- 
(000,000 pesos gold, or 19,000,000 pesos more 
than the budgetary estimates for that period. 

The following amounts were assigned to 
the various departments of the Government 
as expenses for 1924: 


Gold Pesos 


269,013.05 
2,140,372.45 


Paper Pesos 


82,050,606.15 
510,869.93 
1,746,578.00 
589,089.88 
14,302,187.77 
82,232,875.81 
56,984,367.00 
60,727,659.20 
37,752,047.43 


20,436,460.50 
8,860,931.87 


366,193,673.54 


Departments 


Interior 
Foreign Affairs 
Worship 
Colonization 
Justice 
Instruction 70,766.67 
62,552,039.95 
79,000.00 
7,121,453.19 


70,683.32 
1,833.33 


72,305,131.93 


Works 
Railroads 


The final estimate of the 1924 revenue as 
fixed and approved by the Budget Commis- 
sion placed the gold revenue at 82,457,000 
pesos and the paper revenue at 319,209,782 
pesos. 

It is true that the history of the National 
Treasury of Chile is one of continuous defi- 
cits as may be seen from the following table 
showing the revenues, expenditures, surplus 
and deficits of the Chilean Government since 
1910. On the other hand, although the fig- 
ures for 1923 are not yet available, these 
are not likely to be more than half as great 
as in former years due to the increased reve- 
nues, and it is safe to state that deficits in 
the future are less probable than heretofore 
on account of the new sources of revenue 
that have been created. 
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(4). Expenses adjusted to show payment of old 
accounts, amounting to 2,739,595 pesos paper. 
Paper receipts include internal loan of 30,000,000 
pesos, redeemed in equal installments in 1918, 1920, 
and 1921 (payments include in expenditure of these 
years). 

(5). The original balance was 25,588,216 pesos 
paper; however, 10,000,000 of Treasury notes were 
redeemed during 1918. 

(6). Expenses adjusted to show reimbursement 
of 5,733,333 pesos gold to port-works fund (Law 
No. 3200). 

(7). Receipts include internal loan of 30,000,000 
paper pesos (Law No. 3684), which reduces yearly 
and cumulative deficit correspondingly, although 
results of this operation were not shown in the 
Chilean statistics for 1920, since it was not com- 
pleted until the first part of 1921. 

(8). Receipts in paper pesos include 174,000,000 
from loans (Laws 3738, 3772, and 3820), and re- 
ceipts in gold include approximately 25,000,000 
from loan (Law 3772). 

(9). Receipts include the sum of 71,162,815 
paper pesos and 61,622,286 gold pesos, from loans, 
according to the President’s message of June, 1923. 


The belief that the 1923 deficit would not 
be half as great as that for 1922 was shared 
by the former Minister of Finances, Mr. 
Guillermo Subercaseaux, who on Sept. 16, 
1923, issued a report to the effect that the 
probable deficit for 1923 would amount to 
67,389,208 pesos. His revised estimate, how- 
ever, indicates that, owing to the increased 
revenue derived from the export tax on ni- 
trate, the deficit for that year would not 
exceed 47,577,709 pesos. Adding to this sum 
the amount of the deficit for the year 1922, 
61,396,191 pesos, the Minister concluded that 
the total deficit of the nation on Dec. 31, 
1923, would reach 108,973,900 pesos. 

It may thus be seen that although the un- 
healthy tendency prevailing in Chile toward 
issuing paper money to meet Government 
deficits has had a deteriorating effect in ex- 
change, the present outlook seems favorable 
for the Treasury, which would lead one to 
believe that the effect upon the exchange 
would be a favorable one. Apparently this 
has not occurred and, therefore, the condition 
of the Treasury cannot be taken as a de- 
ciding factor in the present exchange situa- 
tion of Chile. 

The next logical point to consider would 
be that of the public debt, but for the rea- 
sons which will be given later, this will be 
taken up immediately before considering the 
foreign trade of Chile. Another reason 


Revenue 
Pesos 


192,308,861 

59,525,904 

213,214,929 

71,938,379 

.. 337,405,676 

70,476,983 

262,270,447 

. 67,806,985 

189,519,526 

45,888,595 

Paper (2).... 201,299,915 
Gold (3)..... 32,326,918 
Paper (4).... 237,765,261 
Gold......... 59,524,775 
.. 227,498,975 

§ Paper (5).... 239,981,715 
94,918,327 

187,434,038 

32,398,527 

334,452,949 
jold......... 131,140,254 
{ Paper (8).... 398,809,382 
Gold. ........ 106,331,233 

{ Paper (9).... 362,166,450 
Gold... ...... 144,565,264 


(1). Receipts include 69,457,978 pesos paper, 
proceeds from sale of gold bonds and other emer- 
gency measures (Laws 2612 and 2641). 

(2). Expenses adjusted to show payment of old 
accounts, amounting to 3,892,258 pesos paper. 

(3). Expense adjusted to show payments of old 
-accounts, amounting to 2,000,000 pesos gold. 


Expenditure 
Pesos 
234,143,253 

60,677,704 
234,191,708 
60,775,636 
253,190,037 
92,707,409 
254,695,834 
78,526,992 
204,093,905 
74,438,228 
214,644,268 
39,070,783 
212,165,409 
44,679,950 
208,642,503 
55,264,903 
224,128,060 
78,313,939 
240,224,342 
57,628,297 
366,429,326 
126,256,580 
414,215,379 
97,616,561 
377,172,635 
140,823,300 


Cumulative Cumulative 
Surplus Deficit 


Pesos 
77,616,504 


Yearly 
Deficit 


Pesos 
41,834,392 


Yearly 
Surplus 


11,162,743 
84,215,639 14,377,644 


22,230,426 3,214,339 


34,721,763 
49,227,843 
9,121,911 


25,599,852 
34,383,018 


14,844,825 
18,856,472 
22,946,178 
15,853,655 
16,604,338 
37,202,088 
20,062,222 
69,178,467 
15,178,548 
84,584,464 

6,463,876 
99,590,649 

2,721,912 


52,790,304 
25,229,770 
31,976,379 


which has taken a prominent place in the 
minds of economists not only of Chile but 
of other countries as well, as accounting for 
the depreciation in exchange has been the 
political situation of Chile. 
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Political Crisis Passes 


P to the month of January, 1924, the 

political situation of Chile had reached 
such a serious stage that its detrimental 
effect upon the exchange of the country was 
not doubted. The true extent of this effect, 
however, has been determined after the po- 
litical crisis reached a solution at the end 
of January and it has been seen that it was 
far from being a deciding cause. The dis- 
pute between President Alessandri and the 
Senate had as a basis a demand made by the 
President for reformation in the electoral, 
monetary and credit systems of the country 
which had been steadily opposed by the 
Senate. The President and the last Senate 
had been at odds since the election of the 
former. He had a majority in the House of 
Deputies but in the Senate the majority act- 
ing against him was so great that it blocked 
almost every administration measure, but in 
particular those relating to financial reform 
which the President was obliged to put 
through since he had been elected on that 
promise. The reason for the opposition in 
the Senate was that it was comprised of 
members of the ruling old aristocracy of 
Chile, whose political creed was founded 
on the principle that the expenditures of 
Chile should be paid by the foreign con- 
sumers of Chile’s principal mineral products, 
i. e., nitrate and copper, and from indirect 
levies on commercial transactions, such as 
custom and stamp duties. Since they rep- 
resent the class of wealthy landowners, their 
main objection was to taxes on real estate 
and others in which they were directly in- 
terested. 

A crisis was precipitated on Dec. 10 by the 
resignation of the Minister of Finance, Mr. 
Subercaseaux, who gave as the reason for 
his action the continued and stubborn re- 
sistance of the Senate to the financial pro- 
gram which he had recommended, espe- 
cially that providing for the creation of 
a central bank and other measures de- 
signed to place the country on a_ gold 
basis and to remedy its financial difficulties. 
The Senate went so far that it passed a 
resolution declaring that it would vote upon 
no legislation which might signify that it 
had any confidence in the President. Not- 
withstanding this, on Jan. 25 an agreement 
was reached whereby both sides to the con- 
troversy accepted the electoral and par- 
liamentary reforms demanded by the Presi- 
dent. The elections held in March gave 
Chile and other countries a great surprise 
since both the House and the Senate were 
elected with an overwhelming majority in 
favor of the President, which assures the 
country a period of cooperation between the 
Executive and the legislative bodies of Chile 
and of economic evolution intended to bene- 
fit the interests of the country along financial 
lines. President Alessandri has two years 
more in office and it is expected that the 
financial system of the country may see 
great and beneficial changes during that 
period. 

Analysing the period of political crises in 
Chile from the point of view of exchange, 
the first table in this article shows that al- 
though during the months of December, 
1923, and January, 1924, which marked the 
worst phases of the crisis, exchange de- 
clined as compared with previous months, no 
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Industries and Public 
Years Pesos Pesos | 
1911. 20,976,779 98,593,283 
1914 14,574,879 21,377,410 
1916.. 
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improvement has been registered since the 
solution of the crisis; average for the month 
of March, when the elections were held with 
most satisfactory results, has been the lowest 
in the exchange history of Chile. The con- 
clusion is, therefore, that the political situa- 
tion of Chile, although serious in the ex- 
treme, had little effect upon the Chilean ex- 
change depreciation. 


Public Debt Grows 


HE growing proportions of the public 
debt undoubtedly have had some adverse 
influence on the paper emissions and this is 
now accentuated on account of the proposal 
made by the administration to float a new 
internal loan of 60,000,000 pesos with which 
to liquidate back salaries and supply bills. 
The latest available official figures show- 
ing the condition of the pubic debt of Chile 
were given in the annual message read by 
President Alessandri at the opening of Con- 
gress on June 1, 1923. The President stated 
that Chile’s foreign debt on Dec, 31, 1922, 
including railway loans totaled 619,485,327 
gold pesos, or an equivalent of $226,112,144 
United States Currency. The above amount 
represents an increase over the foreign debt 
figures at the close of the previous year of 
50,197,656 gold pesos or $18,322,144. The 
internal debt at the end of 1922, according to 
the President, totaled 174,714,000 gold pesos 
and 286,219,691 paper pesos. 
The following table shows the condition 
of Chile’s sterling debt as of Dec. 31, 1922: 
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During 1923 no Chilean loans were floated 
in the United States. 


Debt Situation Bad 


Beng above figures disclose the fact that 
the debt situation of Chile is far from 
flattering. The foreign debt service in 1923 
has been given at $19,040,786 and the inter- 
nal debt shows a constant growth. In spite 
of the efforts made by the present adminis- 
tration to place the country on a sounder 
financial basis no appreciable improvement 
has been noticed and since President Ales- 
sandri took office, twelve loans have been 
floated as follows: 


January, 1921.... Guaranty Trust Co. ..$24,000,000 
November, 1921.. Blair & Co.......... 10,500,000 
November, 1921.. Blair & Co. rity 000 
January, 1922.... Rothschild .......... 7,500 


November, 1922..National City Bank. rts $0, 000 


November, 1920..Credit with....Pesos 20,000,000 
Banco Espaiiol 

November, 1922..Internal ....... 30,000,000 
july, Internal ....... 50,000,000 

lecember, 1921...Internal ....... ** 80,000,000 
August, 1922..... 30,000,000 
Seer Irrigation ...... 9,150,000 
Public Work.... “‘ 6,650,000 


The total of the above loans has been cal- 
culated at 763,879,460 Chilean pesos, but to 
these twelve loans there must be added the 
large floating debt composed of unpaid sal- 
aries, rents, accounts for supplies and debts 
to contractors ; all of which has been figured 
at 100,000,000. The grand total is therefore 
863,879,460 pesos. 

A recent estimate placed the debt service 


~ Classification of Amcant oo in 
of 1 culation 
Bankers Loans De . 31, 1922 
y 2 x Nation 7% loan —— oint City & Midland 
ar £ 808,900 £ 305,400 
27, 1886. To cancel debts of 1858, N. M. "Rothschild & 6,010,000 2,792,600 
000 dest to holders Peruvian Bonds. : 
Apr. 18, 1887. To pay Peruvian ni- N. M. Rothschild & Sons.......... 1,160,2Lv 529,200 
trate certificates. 
1889. For railroad construc- Deutsche Bank 1,546,400 982,692 
A "8, 1892. To pay the floating debt. M. Rothschild & Sons.......... 1,800,000 1,108,300 
Aue 13, 1892, To po ae paper money. ee Joint City & Midland Bank pt 000 31,840 
Jan. 25, 1893. To pay the Peruvian N. M. Rothschild & Sons.......... 0,000 359,400 
Cc t for its guano rights. 
May amorti- N. M. Rothschild & Sons........ 2,000,000 1,293,800 
zation of municipal debts and redemp- 
t 
public works. N. Rothschild & Sons.......... 4,000,000 2,787,900 
Apr. 7, 1896. For purchase of Co- N. M. Rothschild & Sons.......... 265,000 172,400 
quimbo railway. 
Deutsche Bank 3,700,000 1,652,120 
1906 N. M. Rothschild Sons 1,350,000 1,010,700 
1909. Reconstruction of Valparaiso. N. M. Rothschi SONG ,000, .671, 
1910. Reconstruction of Valparaiso, & N. M. Rothschild & Sons.......... 2,600,000 2,088,820 
Arica-La Paz Railroad. 
1910. Copiapo Railroad. N. M. Rothschild & Sons.......... 275,000 193,880 
1911. First Series. N. M. Rothschild & Son.......... 4,905,000 4,029,920 
1911. Second Series. N. M. Rothschild & Sons.......... 5,000,000 4,179,280 
1911, 1912, 1913. State Railways. 3,055,750 2,473,500 
1912, 1913, 1914. State Railways. 3,857,388 3,268,634 
1911. Bolivian Government. 550,000 55,000 
1922. Treasury Loan. 1,657,500 1,657,500 
1922. Transandine Railway. 825,000 825,000 
FOE £49,145,138 £34,469,506 


During 1923 the only financial operation 
transacted by Chile in Pounds Sterling was 
the sale to a British bank of five-year notes 
for £500,000 for the continuation of the 
Antofagasta port works. 

The Chilean debt in dollars amounted to 
$63,500,000 at the close of 1922, as shown by 
the following table: 


Outstanding 

Date Principal Dec. 31, 1922 
9,500,000 9,500,000 
18,000,000 18,000,000 
Total . -$63,500,000 $60,980,000 


in 1923 at $19,040,786, or about 28 per cent 
of the budgeted expenditures for 1924 as 
shown in one of the above tables, converting 
the paper pesos at 11 cents United States 
currency and the gold pesos at 36 cents. 
This is undoubtedly a very important factor 
acting against a substantial improvement in 
the Chilean exchange and will be taken up 
again in the next point of discussion on bal- 
ance of trade and payments. 


Balance of Trade 


— who follow the theory that im- 
ports and exports passing through the 
custom house determine the value of the cur- 


tency feel that the Chilean peso is greatly 
undervalued. Not only the increased custom 
receipts as shown above but also the statis- 
tics on exports recently published by the 
Superintendent of Customs of Chile shows 
in a striking manner the general revival of 
business which took place in that country 
during 1923. This is especially true in the 
case of nitrate, the country’s leading indus- 
try, the condition of which directly affects 
every other branch of economic activity in 
Chile. The extraordinary revival of the 
nitrate industry which occurred in 1923 is 
shown in the following table giving the ex- 
portations of nitrate in tons since 1913: 


Year Tons Exported 
915,000 
1,114,000 


It is assumed that the high figure of ex- 
portation for the year 1920 is the result of 
the activities of the nitrate “Pool” and there- 
fore, artificial. All other major exports 
with the single exception of borax showed 
similar increases in 1923. Bar copper ex- 
ported was valued at 97,500,000 gold pesos, 
as compared with 64,500,000 for the previous 
year. A considerable increase took place 
also in the exportation of frozen meat, hides, 
beans, iron ore, icdine and wheat. Imports, 
on the other hand, did not increase per- 
ceptibly in 1923, probably not over 15 per 
cent. Conservative Chilean estimates place, 
therefore, the 1923 favorable balance of 
trade at 200,000,000 gold pesos. 


Nitrate’s Part in Prosperity 
of Chile 


‘e the majority of economists, prosperity 
in the nitrate industry of Chile should 
mean economic prosperity and improvement 
in exchange. They base their theory on the 
fact that business in Chile and Government 
finances are both dependent on the prosperity 
of the nitrate industry, since this product 
alone constitutes nearly 80 per cent of Chile’s 
exports and the export duties on nitrate con- 
stitute about 50 per cent of the Government’s 
total income. The following figures give a 
better idea of the vital importance of the 
nitrate industry to the Chilean Government. 
It gives the percentage of total revenue of 
the Government received by export taxes on 
nitrate. 


10 years from 1881 to 1890...... 20.01% 
10 years from 1891 to 1900...... 47.43% 
10 years from 1901 to 1910...... 47.88% 
10 years from 1911 to 1920...... 40.00% 
Estimate for 1921 to 1924....... 33.30% 


In order to give more emphasis to this 
point, the following.table is presented show- 
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ing the exports of nitrate and their relation 
to the national revenue: 


Total Ordinary 
Revenue 
Converted in 
Gold 18d. 


125,724,984 
145,762,295 
167,062,545 
177,485,371 
186,099,931 
124;167,563 
113;355,214 
169,545,302 
213,470,211 
248,772,485 
125,077,721 
212,724,212 
124.964,738 
147.723,664X 


Custom House 
Receipts 
Nitrate only 


71,876,176 
80,421,329 
83,519,105 
85,040,802 
90,683,574 
65,694,274 
68,199,229 
101,954,087 
107,660,940 
111,745,436 
28,430,807 
96,380,409 
37.650,178 
44,513,917 


Exports 

Year English Tons 
1909 

2,299,154 
.... 2,407,456 
1912.....2,451,490 
1913.....2,692,055 
1914 1,816,178 
1915 1,988,724 
1916.. 2,928,795 
1917.. 


22... 1,296,239 


X—FEstimated. 


The final estimate of the 1924 revenue as 
fixed and approved by the Budget Commis- 
sion of Chile places the gold revenue on ex- 
port duty on nitrate at 70,000,000 gold pesos, 
which is about 85 per cent of tiie total gold 
revenue calculated at 82,457,900 pesos. The 
paper revenue has been given at 319,209,782 
pesos, and converting this sum to gold pesos 
and adding it to the total gold revenue, the 
nitrate receipts amount to about 40 per cent 
of the total revenue expected during 1924. 


Unfavorable Trade Balance 


EVERTING to the table shown above 

it is seen that in the year 1912 Chile ex- 
ported nitrate and copper in an aggregate 
value of 267,443,321 gold pesos, or 82 per 
cent of the value of all exports. According 
to the previous reasoning 50 per cent of the 
above value was represented by foreign 
drafts sold in Chile, or in other words, such 
percentage was spent in Chile, whereas the 
gther 50 per cent went abroad as the share 
of the mine owners to be distributed in the 
form of dividend or other purposes, but 
Chile did not benefit by this percentage. The 
amount is thus reduced to 133,721,660 gold 
pesos to which 10 per cent of the original 
amount is added as corresponding to returns 
to Chilean mine owners residing in Chile, 
that is 26,744,332 pesos, making a total of 
160,465,992 pesos. If the latter amount is 
deducted from the total value of nitrate and 
copper exports of 267,443,321 pesos there is 
a balance left of 106,977,329 pesos. Deduct- 
ing this amount from the total combined ex- 
perts of the country which amount to 331,- 
609,595 pesos, the net balance is 224,632,266 
pesos which, compared with total imports of 
237,181,578 pesos, gives an unfavorable bal- 
ance of 12,549,312 pesos instead of a favor- 
able balance of 94,428,017 pesos as stated by 
the Government. Taking up the year 1921 
the same reasoning will be followed in a dif- 
ferent way. 
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The Real Answer 


HE importance of all these matters in 

connection with the Chilean exchange is 
that nitrate and copper are sold in gold-using 
countries and paid for in gold, the price 
being qucted in sterling as a rule. Only a 
part of the first cost of production is paid 
for in Chilean currency, but the prices for 
labor and local products do not vary as rap- 
idly as does the exchange value of the peso. 
Within Chile purchases and sales are in 
terms of paper pesos. The workman is paid 
in paper and since his purchases are almost 
wholly confined to articles produced in the 
country, it does not make much difference to 
him as’ to the exchange value of the peso. 
Laborers spend little save for food and 
clothing. Clothing is at present largely lo- 
cally made. Housing is furnished by the 
companies and such surplus as he is able to 
accumulate is usually invested in land. In 
view of the above, it may be established that 
the cost of nitrate and copper production 
does not affect the exchange market to a con- 
siderable extent, although it is true that 
foreign drafts are sold in the market to 
cover production expenses. 

In general, after a plant has been estab- 
lished, the items which have to be paid for 
in gold are fuel, superintendence and plant 
renewals. Thus, the proportion of gold to 
paper payments depends upon the condition 
of exchange, since if the paper pesos cost 
less the portion of cost measured in gold paid 
with them is less, even if the amount of 
pesos paid per ton may be t!.e same. For 
this reason it is rather difficult to clearly de- 
termine the percentage of the market value 
of nitrate or copper which remains in the 
country as cost of productici. A very con- 
servative and careful official estimate has 
placed the total nitrate cost of production at 
a little less than $30 per short ton against a 
present market price of about $50 per ton. 
In other words, it would appear that the 
producers leave in the country 60 per cent of 
the value of the product. It must be taken 
into consideration, however, that a good 
part of the above percentage is spent in 
machinery and other items, such as amor- 
tization and retirement of capital, which in- 
volve money spent not in Chile but in for- 
eign countries. Reducing the percentage by 
10 on that account it appears that about 50 
per cent of the market rate of the com- 
modity is left in Chile. A similar reasoning 
may be applied in the case of copper. 

The vast majority of the nitrate and cop- 
per companies are foreign owned and even 
in the case of Chilean companies, the owners 
live abroad as a general rule and transact 
their company's business in the countries of 
their residence. A conservative estimate 
places at 10 the percentage of profits on 
nitrate and copper mines that stay in Chile. 
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It is, therefore, the contention of the 
writer that although there might be power- 
ful forces operating in Chile against an ap- 
preciable improvement in exchange, such as 
the condition of the Government finances, 
the inelastic and weak currency, and others, 
the principal reason lies in the balance of 
payments of the country. The problem may 
be reduced to finding the true extent of the 
role played by the nitrate and copper indus- 
tries in the balance of trade of the country. 
At present Chile has an unfavorable balance 
and the official figures which take up nitrate 
and copper exports as staples belonging to 
Chile and which the latter sells to the world 
are most misleading. In all probability they 
have been the cause of the puzzle which is at 
present confronting the economists of Chile. 
It is true that nitrate and copper are prod- 
ucts of Chile, but the actual ownership of 
these products is relative. They are not 
sold entirely by Chile. They belong largely 
to foreign producers and Chileans residing 
in foreign countries, who pay to Chile a part 
of the market value of the products through 
cost of production and taxes, but Chile de- 
rives no benefit from the balance. 


Only Possible Remedy 


| peng the profits of the nitrate and cop- 
per industries Chile has built ports, rail- 
ways and other improvements which have a 
potential earning capacity. Taxes from ni- 
trate, however, have reduced the tax burden 
of the people to such an extent that sources 
of revenue that in other countries are con- 
sidered as fundamental, in Chile have re- 
mained untapped. The only possible remedy 
that suggests itself for the unsatisfactory 
condition of Chile’s finances is for the Gov- 
ernment to abandon its policy of relying 
upon shipments of nitrate to obtain a fictitious 
favorable balance of trade and to pay for 
the largest part of its expense. 

The unfavorable balance. of trade with 
which Chile is undoubtedly burdened is fur- 
ther aggravated by invisible exports. Chile- 
ans are engaged in exploration and develop- 
ment of Bolivian mines. Considerable 
amounts of money leave the country to 
finance these undertakings and it is also a 
well known fact that other heavy sums rep- 
resenting earnings of foreign owned rail- 
ways, banks, shipping and insurance com- 
panies leave the country and are not taken 
into consideration when the Chilean Govern- 
ment or the economists of that country make 
the statement that the trade balance of Chile 
is a favorable one. ‘As a conclusion, there- 
fore, a careful study of the balance of pay- 
ments of Chile will give the true reason for 
the present low exchange levels which are 
so prejudicial to Chile and the other coun- 
tries which have commercial relations with 
that country. 


The Importance of the Nitrate and Copper Industry to Chile From the Point of View of Trade 


Total Imports 
Gold Pesos 
of 18d. 


153,211,557 

-222,520,823 

355,077,027 

437,074,065 

401,324,195 

1928... 455,078,934 
1921...........381,302,506 
237,181,578 


Total Exports 
Gold Pesos 


327,479,158 
513,584,744 
712,289,028 
763,622,512 
301,484,996 
778,885,230 
433,758,629 
331,609,595 


Apparent favorable 
balance of trade 
Gold Pesos 


174,267,601 
291,063,921 
357,212,001 
326,548,447 
99,840,199 
323,806,296 
52,456,123 
94,428,017 


Nitrate Exports 
Gold Pesos 


232,678,810 
338,529,210 
472,146,812 
510,855,975 
117,039,668 
527,498,824 
274,465,222 
171,444,978 
392,649,667 


Per Cent 
of Total 


Nitrate and 
Copper 

Per Cent 
of Total 


Per Cent 


Copper Exports 
of Total 


old Pesos 


45,409,745 
86,639,941 
132,760,069 
114,916,315 
49,227,171 
98,571,905 
37,571,279 
95,998,343 
124,867,269 


= 
1918.....2,936,530 
1919..... 900,992 
1920.....2,746,967 
192 if 
19 
71 13 84 
66 15 79 
oy 66 19 85 
67 15 82 
39 16 55 
65 13 78 
, 63 9 72 
52 30 82 


Col. Robert C. Davis, U. S. A. 


HE soldiers’ bonus, voted by Con- 

gress over the President’s veto, will 

not be paid until the office of the 

Adjutant General of the army passes 
upon the claims. Colonel Robert C. Davis is 
the man who heads this office. He has been 
at work for two years, perfecting the ma- 
chinery to handle the millions of claims. The 
War Department estimates that 30,000 claims 
can be passed a day. 

Right on the heels of the statement made 
by Judge Elbert H. Gary that Congress is 
the “worst thing” we have, General Isaac 
Sherwood, at 89 years the oldest man in 


Int. News Reel 


Ho Kom Tong, Chinese banker and philan- 
thropist 


Public Men in the Public Eye 


Wide World 


F, Francis Hyde, head of American Bible 
Society 


Photo 


Alaska to 


Dan Sutherland, delegate from 
Congress 


either house, announces that he is “through” 
because after nearly fifty years of trying he 
has found that he can’t save money. He 
hopes to amass a fortune writing for the 
newspapers. 

Ho Kom Tong, the prominent Chinese 
banker from Hong Kong, recently passed 
through the United States en route to Buck- 
ingham Palace, where he was promised an 
audience with King George. During the war 
Mr. Ho presented the allies with an aero- 
plane, gave more than $500,000 of his own 
money to help their cause and raised a force 
of 400 Chinese as pickets to defend Hong 
Kong. 

E. Francis Hyde, who was vice-president 
of the Central Union Trust Company of 
New York for 33 years is the newly elected 
president of the American Bible Society, the 
second largest society of its kind in the 
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Underwood & Underwood 


Gen. Isaac Sherwood 


world. Last year it issued over 7,000,000 
volumes in 175 languages. 

Congress succeeded in passing a law to 
“save” the Alaskan salmon industry with the 
backing of “Fighting Dan” Sutherland, dele- 
gate in Congress, from the frozen northern 
territory. He charged that the vast supply 
of Alaskan salmon had been turned over to 
the packing canners, headed by the “Big 
Four,” while the native fishermen without 
prestige were denied the right to can and to 
fish. He criticized the policies pursued by 
Secretary of Commerce Hoover in the past 
control of salmon fishing. 


Harris & Ewing 


Judge Elbert H. Gary, head of the United 

States Steel Corporation, photographed as he 

left the White House. His criticism of 

Congress “as the worst thing we have” 
caused a stir 
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Some of the Major Problems 


OW much will the coming Presi- 

dential election cost the country? 

A Congressional committee, 

headed by ex-Senator Kenyon of 

Iowa, reported that the last Presidential 
election cost $10,338,509—the total spent by 
both parties. If the amounts expended by 
state and country committees were included, 
then the cost of the election, according to 
the best estimates, was $20,000,000. But the 
direct cost of a Presidential election may in 
some years be a thing apart from the cost 
to the country which results from a fear of 
pronounced changes in governmental policies. 

Already the country is beginning to pay 
the cost of the Presidential election. There 
is a tendency on the part of enterprise to 
watch its step. Business is being conducted 
with the knowledge that “this is a-Presiden- 
tial year”; plans are being considered with 
the thought that the coming campaign may 
bring about conditions that cannot be an- 
ticipeted now. Business is as willing as ever 
to take busniess chances, to venture in the 
hope of reasonable gain, but radical talk in 
the Senate and the House, the determination 
of special interests to get special favors at 
the hands of Congress; the revelations— 
here, there, everywhere—that men are sharp- 
ly prompted by opportunity and but little re- 
strained by considerations of morality, law, 
justice or tolerance, exact an additional de- 
gree of caution when plans are considered. 
Confidence makes business; apprehension 
mars it. 

What shall it profit little statesmen and 
smaller politicians if they gain the approba- 
tion of joy-riding constituents at the price 
of business depression? 

Why be so greatly. concerned over the 
boll weevil in cotton and so indifferent to 
the boll weevil in business and in patriotism? 


Keeping the Best 


ONSIDERABLE attention has_ been 

given of late to the fact that so many 
farming localities have been sending money 
into other states to purchase butter, eggs, 
poultry, etc., which might with a little extra 
effort be raised by the farmers themselves. 
The totals presented by some states consti- 
tute the most eloquent appeal we have heard 
for diversified farming and for farm-home 
economy. 

There has been concern, too, that the 
South was being drained of manpower by 
the industrial centers of the North. And 
now an observant resident of Atlanta points 
to another constant loss, which, however, is 
not peculiar to Georgia, but also true of 
other states. 

Cator Woolford 
presidents, says: 

“In my own organization, with men from 
every state, graduates of Georgia colleges 
equal the best. 

“If we feel the loss when a negro moves 
North, how much worse to lose a high-class 
young man with a college education? Shall 


in a letter to college 


By JAMES E. CLARK 


we not do something to check this loss of 
educated ability? 

“I propose to organize and contribute the 
funds necessary to carry out this idea if 
the colleges will cooperate. My idea is to 
have a central office in Atlanta, with a staff 
to handle the work. Let the controlling 
board consist of one representative from 
each college and one business man to match 
the college representative.” 

The idea referred to is the establishment 
of a bureau for the sole purpose of aiding 
graduates of state universities and colleges 
to find business opportunities in Georgia, so 
that they may not feel that they are com- 
pelled to try their fortunes somewhere out- 
side of the state. 

Among the thousands of young men who 
are this month graduating from universities 
and colleges, many are crossing state lines 
to places that look promising, and their home 
towns—though often badly enough in need 
of such assets as these young men may de- 
velop—are utterly indifferent to their going. 
While a budding genius, or a future cap- 
tain of industry slips away unnoticed, some 
civic body may be maneuvering solemnly and 
sagely to bring a seven-by-nine industry into 
the town, and if the civic body is success- 
ful great is the satisfaction over the achieve- 
ment ! 

If “opportunity is where you are,” the 
young men who are induced by the Georgia 
plan to stay at home have lost nothing by 
standing by the state which gave them their 
educations. 


Cousins 


HERE is a legislative bil! pending in 

England to regulate the wages of farm 
laborers by setting up Agriculture Wage 
Committees. 

It is intended to help the farm laborer by 
giving him better wages, but the measure 
makes no provision for the wherewithal to 
pay the better wages. 

Obviously, a measure that puts up farm 
wages and takes no heed of the prices that 
are to be paid for the products of the farm 
cannot work out to the betterment of the 
farm laborer, or his employer. 

The farmer may be perfectly willing 
to pay a higher wage than that which is 
now prevailing in England, but his sympathy 
will count for little if market prices are so 
low that all he can get for his crops is not 
sufficient to meet the scale. 

If, assuming that the bill is enacted into 
law, he ventures to pay a high scale in the 
hope that prices at harvest time will be fa- 
vorable, but it turns out that prices are low, 
and that after striking a balance he finds that 
he and his family have nothing to show for 
the season’s work, then the farm laborer 
would be wise to hoard such part of his 
earnings as he can. In the succeeding year 
there will probably be less opportunity for 
employment. 

This measure is said to represent the pres- 
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ent government’s agricultural policy. To 
logically follow the proposition through, the 
next step would be to so fix prices for agri- 
cultural products that there would be a 
reasonable certainty that the farmer would 
get enough for his crops to pay the scale 
of wages fixed under the provisions of the 
bill. 

But in free trade England this would be 
a difficult thing to do. There agriculture is 
“the least sheltered of all industries.” To 
successfully fix the prices paid for the prod- 
ucts of English farms would entail a policy 
of staving off the products from the four 
corners of the world. Apparently there is 
no prospect of any such attempt being made, 
but if the Labor Party in England should 
seriously attempt it, our own McNary- 
Haugen bill, which contemplated selling sur- 
plus farm products abroad at whatever they 
might bring, would in England encounter a 
real obstacle to its success. 

This farm labor wage proposal in Eng- 
land is typical of the whole story of price 
fixing. If some tribunal, with a heart full 
of sympathy for the laborer and a mind 
that is closed to the whole train of reactions 
which it sets in motion, decrees higher wages, 
the tribunal gives an impulse to the sensitive 
economic machinery of the country that im- 
mediately starts out on a long journey, com- 
pletes a circle and comes back to its starting 
point. 

Certainly the thing is out of balance if 
the farmer is commanded to pay a certain 
amount for wages, but when he goes to 
sell the products of those wages in the mar- 
ket is left to his own resources. 


And with England drawing raw material 
from all parts of the world, a policy which 
would make it difficult for her raw material 
to come in would, no doubt, meet with vio- 
lent opposition in all classes and among 
all trades. 


The farm labor wage scale in England is a 
first cousin to the McNary-Haugen bill in 
America. The former would artificially fix 
prices for farm labor, and thereby tend to 
increase the prices to consumers—if the 
farmer can get them; the latter would by 
an arrangement as ingenious and as imprac- 
tical as an old-time perpetual motion machine 
fix prices for farm products. 

Each would bring about more dissatisfac- 
tion, more loss, more disturbance to business, 
than that which it seeks to correct! 


Exclusion at Home 


O house is big enough for two families. 
So it has been the custom from time 
immemorial for the sons and daughters as 
they married to leave home and set up new 
habitations for themselves. Thus have they 
developed new strength and found new hap- 
piness, and most of all preserved unim- 
paired the affection of their parents and 
the happiness of the old home. 
By the same token no land is big enough 
for two nations, and that is the crux of 
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the Japanese immigration problem. It is 
as impossible for a Japanese to become an 
American as it is for an Anglo-Saxon to be- 
come a Japanese. Often it has been said in 
the discussion of the immigration bill that 
the Japanese do not understand our point of 
view—that they are unable to comprehend 
the reasons leading us to the exclusion of 
peoples who cannot be assimilated into our 
population. 

But reference to an age-old condition in 
Japan should help to a speedy understand- 
ing. The Japanese, like every other nation, 
have their own system of selection. Families 
exercise discriminatory powers when mar- 
riages are contemplated. They like to bring 
into the families such stock as will pre- 
serve its ideals and traditions; they like to 
keep out that which is likely to be lacking 
in reverence or sympathy for those tradi- 
tions and ideals. This is true in every civ- 
ilized nation. Notwithstanding our democ- 
racy, this is true in America today and al- 
ways will be true, for it springs not from 
caprice or an arbitrary set-up standard, but 
from experience. 

So there is nothing new or strange in 
the exclusion of certain peoples from the 
United States. We are but practicing on a 
national scale what families practice on a 
lesser scale in all nations. 

Even in the time when the population of 
the United States was located principally 
along the Atlantic coast, and the greater part 
of the nation was unsettled, the truth then 
prevailed that no land is big enough for 
two nations. Though there was plenty of 
territory for both the Indian and the white 
man, they could not dwell together in har- 
mony. Discord and strife were constant. 

The Japanese at home understands why 
certain doors are not open to him, even 
though he is a Japanese. The American 
at home understands why certain doors are 
not open to him, even though he is an 
American. The Englishman at home under- 
stands why certain doors are not open to 
him, and so the whole Japanese question 
is identical with the familiar home custom 
of family segregation. 

America has become great because the 
people who have come into it have been for 
the most part people from closely related 
racial stocks. Had they been of unassimil- 
able stocks, we would not have the America 
that we have today. Had they been people 
whose inborn ideals—whose heredity—made 
it impossible for them to respond to the 
ideals that the new world leaders raised for 
them, there would have been no United 
States as we know it. 

The preservation of our ideals, our stand- 
ards of living, of art and of efficiency, un- 
modified and unshaded, is necessary to the 
well-being of the world. Whatever of gain, 
of profit, or of advancement that comes from 
the preservation of these ideals, is not ours 
alone. All the world gains from it, and ex- 
cluded people of other nations are not the 
least among those who benefit thereby. The 
strength, the altruism and the friendship of 
the Western republic is an aid and an asset 
to the Orient. 

Our best possessions are not material 
things—lands and natural resources, cities, 
factories and railroads, and industrial plants. 
The best that we have is our spirituality, 
the ideals of liberty and the preservation 


thereof. If these be not preserved and 
passed on clean and strong from one genera- 
tion to another, then most of the value in 
those material things so much in evidence in 
the eyes of other people might pass away in 
the course of events, and the loss would be 
a world-loss. 


Back to Gold 


HERE is no more reliable indication of 

the progress which the nations of 
Europe are making to restore themselves 
and the business of their peoples, than the 
rate at which they are returning to gold as 
a basis of currency. 

The initial steps for the re-establishment 
of their currencies on a gold basis having 
been taken in such countries as Poland, 
Hungary, Lithuania, Latvia, Esthonia, 
Czechoslovakia and Danzig, shows pretty 
clearly trend toward currency health. The 
Dawes bank in Germany will be on a dollar 
basis, the Free City of Bremen strikes off 
gold coins for importers—when they furnish 
the. gold—and Russia, though not to be 
classified as on a gold basis, long ago found 
that business would be expedited by having 
a gold coin. 


The pound, the Swiss franc and the 
Dutch guilder are all working back to pre- 
war parity so that the swing toward gold 
is not only definite but it has a momentum 
which augurs well for business in Europe 
and for better trade between the United 
States and these European countries. 

The experiment of the printing press in 
finances—a new experiment in the present 
generation, but an old experiment in h’s- 
tory—is coming to an end. 

If there had been any better basis for a 
medium of exchange the wor!d would have 
found it out, tried it out, and stuck to it. 

But there is no comparable basis of 
currency. None which gives the same de- 
gree of safety to the toiler or the merchant 
in the exchange of services or goods. 

The basis of gold survives for the sole 
reason that the use of gold gives to all men 
the maximum degree of safety against loss 
in exchanging their goods or services. In 
all the attempts to supplant it by something 
better the experimenters have caused fright- 
ful losses and caused irreparable injury to 
business. 


The National Sedative 


HE American people go in so strongly 

for specialization that an_ intelligent 
workman might spend a lifetime in some 
of our factories and yet have knowledge 
of only one part of the completed article to 
which he daily contributes his efforts. Law, 
medicine, surgery, dentistry, finance, en- 
gineering, and many other professions are 
divided and subdivided. Frequently the man 
who wants, what at the outset seems to be 
a service that anyone in a profession might 
render, is surprised to find his case passed 
on from one to another in a surprisingly 
long line of specialists until at length it 
arrives at the right place. 

But being a nation of specialists we have 
logically developed the habit of seeking ex- 
pert opinion because expert opinion—com- 
plete knowledge of the results—saves time, 
money, pain, or life, or perhaps all of them. 


If a specialist in engineering tells a cor- 
poration that it must have a certain type of 
building, or of bridge, and that a lesser type 
will cause disaster, the dictum is accepted 
without dissent. 

We recall this American habit, because it 
is diametrically opposed to the recent action 
of Congress in rejecting the expert advice 
of the Secretary of the Treasury and of 
many economic authorities on the soldiers’ 
bonus. 


The final act in the granting of the bonus 
was the result of a multitude of motivating 
reasons and emotions, but the great strong 
undercurrent which enabled the bonus pro- 
ponents to achieve success was the belief 
that the government can withstand all finan- 
cial drains, and go on as before, a danger- 
ous belief in a country however prosperous, 
where taxes and imposts are so high that 
they are taking the initiative out of business! 


If the apple-woman’s philosophy had not 
long reposed in the subconsciousness of the 
nation those who opposed the bonus on 
economic grounds would have had a poorer 
case from the very beginning. 


If it were not for the sedative influence 
of that thought, a nation of business men 
would not be indifferent and unconcerned 
while the railroads are taking up tracks 
faster than they are putting them down! 
There scarcely could be more emphatic 
proof of the baneful influence of too much 
government than is furnished by the plight 
of the railroads. 


But the bonus is not the climax. Were 
the bonus the end even those who opposed 
it might find satisfaction in the disposal 
of the subject. The great reason for con- 
cern is the belief on the part of legislators 
that they can continue to override economic 
laws—that belief coupled with ignorance of, 
or impatience with, the fact that national 
or state legislation can do more for us than 
individual industry and thrift in spending, 
as well as the thrift which looks down the 
years! 


Blights Sympathy 


OR a long time stories have been com- 

ing out of Europe about high rates of 
interest. Borrowers have been charged 40, 
50 and 60 per cent, and in an article in 
another part of the JourNat this month 
Robert Crozier Long refers to a rate of 90 
per cent. 


No doubt there are extenuating circum- 
stances. If all the details of a given loan 
at one of these ruinous rates were at hand, 
the information might reduce the degree of 
usury. Where, for instance, money is de- 
preciating rapidly, a very high rate is nec- 
essary to provide for the return of even the 
principal. 

Where the risk is extraordinary the loan 
may even pass out of the class of commer- 
cial transactions and become a gamble, in 
which event it is not, perhaps, comparable 
with standard practices in a stable business 
world. 


But, notwithstanding all that may be imag- 
ined in the way of extenuation, the reports 
of these rates leave the impression that the 
opportunity to profiteer on misfortune is be- 
ing improved. The high rate hobbles busi- 
ness at home and blights sympathy abroad. 


Credit the Big Railway Problem 


By CARL R. GRAY 


President Union Pacific System 


Lack of Fixed Governmental Policy Toward Carriers Detri- 


mental to Business and to Railroad Investment. 


Marked 


Increase in Freight Traffic Must be Provided for and Only a 
Credit Can Justify the Necessary Extensions. 


Sufficiency of 


XPERIENCE has demonstrated con- 

clusively that insufficient or dilatory 

transportation can wet-blanket pros- 

perity and a rising tide of business 
more effectively than any other cause. 
Herbert Hoover, Secretary of Commerce, 
estimates that in 1920 the commerce of the 
country suffered a loss of one billion dollars 
on account of inadequate transportation, 
and, singularly, this approximates the en- 
tire net earnings of the railways of the 
United States, applicable for interest, divi- 
dends, and surplus for the year 1923, when 
the largest business ever offered to Ameri- 
can railroads was handled without car 
shortage and without congestion. 

Assuming the correctness of his figures, a 
saving was accomplished for American busi- 
ness through effective transportation in 
1923 in an amount equal to all of the re- 
turns to railroad owners, whether bond 
holders or stock holders, or whether covered 
into the treasuries of the companies in the 
form of surplus. 

All commerce in this Nation depends 
upon transportation. The United States, 
with only 6 per cent of the world’s popula- 
tion, produces 

43 per cent of the world output of coal and con- 
sumes 42 per cent. 

54 per cent of the world output of iron and con- 
sumes 53 per cent. 

64 per cent of the world output of steel and con- 
sumes 57 per cent. 

49 per cent of the world output of copper and 
corsumes 44 per cent. 

64 per cent of the world output of petroleun. 
and consumes 72 per cent. 

69 per cent of the world output of cotton and 
covsumes 37 per cent. 

52 per cent of the world output of timber and 
consumes 51 per cent. 

41 per cent of the world output of shoes and 
consumes 39 per cent. = 

43 per cent of the world output of printing 
paper and consumes 50 per cent. 

These vast enterprises depend fundamen- 
tally upon system transportation 
peculiarly and distinctively American, and 
the transportation plant at this moment is 
in a high state of efficiency, thoroughly 


synchronized, 


Credit the Problem 


i Rigor: outstanding problem of American 
railways today is that of credit, and 
credit in any business, as the banker knows, 
is in the last analysis based upon an ade- 
quate return from operation. The theory 
of the present law, known as the Trans- 
portation Act of 1920, is to give to the 
railways, under honest, economical and 
efficient management, a fair return, pro- 
vided they can earn it at rates which are 
just and reasonable. 


Certain railroads, by initial location and 


through the occupancy of particular terri- 
tory in the West, are able to show fairly 
satisfactory returns, but they are un- 
fortunately the exception and not the rule, 
and it should be remembered that in prac- 
tically all of such cases there was a long 
period after their venture which was highly 
speculative and during which no return 
whatever was received, and that practically 
without exception there were periods of 
insolvency following which there was a 
drastic scaling down of existing securities 
and enormous sums of new money pro- 
vided. The railroads have been the real 
pioneers, and have made the West possible. 

Since the resumption of private operation, 
the railways as a whole have not earned 
the amount fixed by the Interstate Com- 
merce Commission as a fair return at 5% 
per cent. In 1920 the railways earned 
33/100 of 1 per cent upon the valuation, as 
found by the Commission, of $18,900,000,000 ; 
in 1921, 3.3 per cent; in 1922, 4.14 per cent. 
In 1923 the railways earned in round figures 
one billion dollars, but meanwhile the in- 
vestment of capital in the properties, when 
added to the value set by the Commission, 
totals more than twenty Dillion dollars. 
Therefore, the return for 1923 is ap- 
proximately 5 per cent. 


Public Has Saved 


ND this has been accompanied by a 

corresponding benefit to the public, 
because during the last two years there has 
‘been a constantly descending scale in the 
average freight rate. If the traffic of 1922 
had been carried at the rates of 1921, the 
public would have paid for service in 1922, 
$336,303,000 more than was actually paid, 
and if the traffic of 1923 had been carried 
at the rates of 1921, the public would have 
paid for the service in 1923, $657,563,000 
more than it actually paid. The result in 
the two years of 1922 and 1923, theretore, 
has been a lessened cost to the public for 
transportation service amounting to ap- 
proximately one billion dollars, due to 
reductions in rates. 

The need of a fixed Governmental policy 
toward the carriers is very great, and the 
present announced intention to materially 
amend the law will throw the situation back 
to the realm of uncertainty which, in the 
period prior to the war, had so operated as 
to practically destroy railroad credit. 

The part our railways play in the general 
prosperity of the country when they are 
actively engaged in development and im- 
provement work, and the purchase of equip- 
ment, is, unfortunately, not generally under- 
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stood. Eighty cents of every dollar collected 
is immediately paid out for operating ex- 
penses, and it is conservatively estimated 
that 80 per cent of all expense is for labor, 
either in the direct operation of the rail- 
road or in the manufacture and production 
of the materials which it uses. Railroads 
consume directly about one-quarter of the 
coal output, one-quarter of the lumber out- 
put, one-third of the steel output, and one- 
half of the fuel-oil output of the country. 

In the four years since the railroads were 
returned, the following amounts of new 
capital have been expended by the railroads 
in additions and betterments and extensions 
to their property, and in the purchase of 
new equipment: 


$622,585,446 

547,599,545 
1922 (Estimated) 440,000,000 
1923 (Estimated) 1,058,000,000 


$2,668,184,991 


1921 


This means that in four short years, 
under the encouragement of a constructive 
law, and with the reassurance created by 
the absence of new or attempted legislation 
in that period, the railways have invested 
in new money an amount equal to 14.12 
per cent of the value which was given to 
their properties by the Interstate Commerce 
Commission in 1920. 

For 1924 there has been carried over 
from December 31, 1923, for work author- 
ized but not completed, $420,000,000, and 
additional authorizations made during the 
first quarter of 1924 aggregate $346,000,000. 
or a total of expenditures under way or 
authorized to April 1, 1924, of $766,000,000, 
of which there was actually expended to 
April 1, $185,500,000. 


Increase in Freight 


N the last three years more miles of 

railroad have been taken up than have 
been built. The curve of freight traffic of 
the United States shows that it has in- 
creased 443 per cent in the thirty-year 
period from 1890 to 1920, and this rapid 
growth of traffic must be taken care of by 
improvements, additions and betterments to 
existing properties, but there are still in the 
West great sections of country which need 
railroad development and which are retarded 
by its absence. Only a sufficiency of credit 
can justify the provision of these exten- 
sions, even where the conditions are 
attractive. 

It should be obvious to every business 
man that if the country is to progress in 
the same proportion that it has in the past, 

(Continued on page 807) 
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The Bearing of the Dawes Plan 
on Our Allied Debts 


By GEORGE E. ROBERTS 


Vice-President, National City Bank, New York 
How the Execution of the Dawes Plan Will Bear Upon Allied 


Indebtedness to the United States. 
Will Be Much the Same as in the Case of Germany. 


Problem of Conversion 


Dawes 


Plan Must Be Developed to Secure Loan in the United States. 


HE reparations question is an eco- 

nomic problem—the biggest one the 

world has ever had—and it concerns 

us as well as the countries which pay 
and receive reparations. The unsettled con- 
ditions in Europe have affected trade and 
industry everywhere. 

The United States has suffered, particu- 
larly in the prices of its agricultural prod- 
ucts. The prices of most of the agricultural 
staples are depressed, and the Congress is 
being urged to adopt extraordinary meas- 
ures of relief. The conditions as to agricul- 
ture are the same all over the world, and no 
relief is possible except by the restoration of 
normal trade and consumption throughout 
the world. 

The German nation of something over 60,- 


000,000 people lies in the heart of Europe. 
It is impossible to conceive of a normal state 
of industry and prosperity anywhere in 


Europe without the reestablishment of nor- 
mal peace-time relations between Germany 
and the neighboring countries, or cf normal 
prosperity anywhere in the world without 
Europe’s playing its natural part. 


Public Opinion Changing 


HE Dawes Committee was composed of 
two members from each of the principal 
allied countries, Great Britain, France, Bel- 
gium and Italy, and two members from the 
United States. In view of its membership it 
seems remarkable that a result so different 
from the outcome of all previous conferences 
between the allied governments, should have 
been reached, and no doubt a large degree of 
credit is due the members from this country. 
They were a new element in the situation, 
and undoubtedly discharged their duties with 
courage and a high sense of responsibility. 
It must be considered, however, in accounting 
for the changed result, that public opinion 
has been undergoing modification in all coun- 
tries during these years, and that in all of 
them there has come to be a better under- 
standing of the impracticability of the pay- 
ments heretofore demanded of Germany and 
a growing desire for a practical settlement. 
It has been natural that the people of this 
country, whose sons fought by the side of 
French soldiers during the war, should sym- 
pathize with the claims of France and her 
allies for reparations. Sentiment in this 
country has been overwhelmingly of the 
opinion that Germany should go to the limit 


of her ability in making good the devastation 
done by her armies. There are, however, 
difficulties attendant upon the collection of 
debts from one country to another and the 
transfer of great sums from one country to 
another that are not commonly appreciated. 

A great many people think of collecting the 
debt of a nation as they think of collecting 
the debt of an individual. If an individual 
owes a debt and possesses property, he can 
be sued, a judgment obtained, the property 
levied upon and sold, and the proceeds ap- 
plied to the payment of a debt. But no such 
process is possible with a claim against a 
nation. You cannot dispossess a nation. It 
would be impossible to drive the German peo- 
ple into the sea or into the surrounding coun- 
tries. Whatever happens about reparations, 
the German people are going to stay in Ger- 
many and operate the industries of Germany, 
and whatever reparation payments are made 
must be made with their surplus production 
after they have had a livelihood and enough 
out of their labors to induce them to keep on 
laboring. That is to say, in the last analysis 
the production and the payments have got to 
be voluntary. They will work with energy 
and zest if they think they will ultimately ac- 
complish something for themselves; without 
that hope they will lie down on the job. That 
is human nature, and you have to take account 
of it in making policies. You cannot gar- 
rison a country; you cannot reduce a people 
to slavery and get any satisfactory results 
from it. Slavery would be a failure from an 
economic standpoint; it never could compete 
with modern industry. — 


Limit to Taxation 


ND so for the same reason there is a 
limit to the taxation that a government 

can successfully levy for the purpose of mak- 
ing payments to a foreign country. Even 
where the taxes are intended for disburse- 
ment at home, they may be made so heavy 
that they. become unproductive, that the reve- 
nues diminish, instead of increase. Or, if 
the people regard the taxation as oppressive, 
as lowering the standard of living which they 
are determined to maintain, they may vote 
the responsible officials out of power. I re- 
member reading an interview a year or so 
ago with a United States official charged 
with the enforcement of prohibition, on his 
return from a trip to Europe. He said that 
Germany could make the reparation pay- 
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ments if the people would stup drinking beer, 
but maybe the Germans would think they had 
nothing worth paying taxes for if they could 
not have their beer. In formulating all such 
policies it is necessary to take account of the 
people of the country and what they are 
willing to do. Undoubtedly the people of any 
country could voluntarily reduce their private 
expenditures very considerably if they were 
resolved to do so, but it is exceedingly diffi- 
cult for any authority to compel them to do 
so. At last taxation is limited by the con- 
sent of the great body of the people. 

Moreover, there is a great difference in the 
ability of a country to pay taxes for dis- 
bursement at home and its ability to pay 
taxes for payments abroad, as in case of 
reparations. The sums that are raised by 
taxation and disbursed at home, at least help 
to support a portion of the home population, 
and presumably render some service to the 
country. Their disbursement over and over 
again within the country helps to support the 
industries of the country and enable them to 
pay the taxes. The fact that taxes are levied 
for the purpose of making foreign payments 
makes a different situation from that where 
they are levied for home purposes. 

But after all the problems having to do 
with raising the funds are disposed of there 
remains the problem of finding the means of 
payment —to actually accomplish the pay- 
ments from one country to another. And 
that seems to be the most difficult of all 
undertakings for the average person to un- 
derstand. International payments are seldom 
made in money. Even the shipments of gold 
that are made occasionally between coun- 
tries represent only a very small portion of 
the great body of international trade. Inter- 
national trade, like domestic trade, for the 
most part settles itself, through a system of 
offsets or clearings, managed by the bankers. 


Germany’s Gold Short 


E know that as a rule international 

payments are made in goods and not in 
gold, and we know that in the case of Ger- 
many they cannot be made in gold, for she 
has not got it. There is only about $100,000,- 
000 in Germany today and all of that and 
more is needed as the basis of a reorganized 
monetary system. It is agreed among econo- 
mists and clearly set out in the Dawes report 
that reparation payments must be made in 


(Continued on page 826) 
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pinions of the General Counsel 


By THOMAS B. PATON 


Negotiable Instrument 
Payable at Bank 


NDER the Negotiable Instruments Act 

(except as changed in certain states), 

a note or trade acceptance payable at a bank 

must be paid by the bank at maturity, the 
funds being sufficient. 


From Iowa.—The question of “‘Notes payable 
at a Bank” has been a very live issue with us 
for the last few weeks. 

In your 1921 Edition of Digest of _ Legal 
Opinions, No. 2524-2540, there are a few citations 
from other states on this subject. I have talked 
with a number of attorneys on this question and 
there is a great difference among them as to 
how it might be decided in this state. I am 
wondering if you have any more cases in point 
since the 1921 edition of your book or if anything 
new has developed. I have not been able to find 
any distinction, under this section, between the 
payment of checks, trade acceptances and notes 
(granting that these are in strictly negotiable 
form). 

There is an article in the May number of the 
Bank Director by the counsel of the California 
Bankers Association dealing with trade acceptances. 
In discussing the matter with a banker from a 
reighboring county he said that the question of 
charging notes to a customer’s account had_ never 
been raised with them, but that there had been 
some argument as to whether a trade acceptance 
should be charged up when received or at maturity 
and that they did not question at all the duty of 
the bank to so charge acceptances, It seems to 
me that they are inconsistent to take this view 
in regard to checks and trade acceptances and not 


include notes. 


The Iowa Negotiable Instruments Law 
provides: “Where the instrument is made 
payable at a bank, it is equivalent to an 
order to the bank to pay the same for the 
account of the principal debtor thereon.” 
(Comp. Code Iowa, 1919, Ch. 6, Sec. 6002). 

Under this section of the Negotiable In- 
struments Law it is plainly the duty of a 
bank in Iowa, whose depositor has made his 
note, draft or trade acceptance payable at 
the bank, to pay the same at maturity, the 
funds being sufficient, even in the absence 
of other express instructions from the depos- 
itor to pay. 

However, I have been unable to find any 
Iowa cases construing this statute. The only 
case in point I have been able to find since 
the publication of “Digest of Legal Opin- 
ions” (1921) is A. Sidney Davison Coal Co. 
v. National Park Bank, 194 N. Y. Suppl. 
220 (May, 1922), where it was held that a 
depositor’s acceptance of a draft made pay- 
able at a bank is equivalent to a direction by 
the depositor to the bank to pay the draft 
for the depositor’s account, under N. Y. Neg. 
Inst. Law, Sec. 147, (following Heinrich v. 
First Nat. Bank, 219 N. Y., 1, 113 N. E. 
531). 

Of course, a bank is not authorized to 
charge a note or trade acceptance against a 
depositor’s account before the maturity of 
the instrument; and it is indeed difficult to 
surmise on what grounds such contention is 
sought to be upheld. 

There are a few states in which the pro- 
vision of the Negot'able Instruments Law 
above quoted has been abrogated, and in such 
states the above conclusion would not apply. 


Deed of Husband and Wife 


N Michigan a deed of land can be made 

directly by husband to wife, or to him- 
self and wife jointly, and it is unnecessary 
that the conveyance be made indirectly 
through a third party. 


From Michigan.—John Doe a married man owns 
80 acres of land in his own name and wishes to 
have this property jointly. Is a deed drawn up 
from John Doe and Mabel Doe his wife to John 
Doe and Mabel Doe (husband and wife, jointly 
or to the survivor) legal or would it have to be 
drawn to a third party and then deeded to Doe 
and wife jointly. 


By the enactment of the Michigan Mar- 
ried Woman’s Act of 1855 a deed of lands 
made directly by husband to wife is made 
valid as a legal conveyance. (Mich. Comp. 
L. 1871, Sec. 4803; Ransom v. Ransom, 30 
Mich. 328; Burdeno v. Amperse, 14 Mich. 
91, [holding that the basis of the common- 
law disability which precluded the wife from 
dealing directly with the husband was in her 
pecular disqualifications and burdens, which 
were finally removed by the statute of 1855, 
and that the removal of these renders it as 
competent for her to receive a conveyance 
directly from the husband, as it would be 
to give such a conveyance directly to him]). 

Therefore, in the case submitted the hus- 
band could create an estate of joint tenancy, 
or an estate by entireties, in himself and his 
wife in the eighty acres of land in question, 
with the incident of survivorship, by the ex- 
ecution of a deed direct to himself and wife. 
(See Howell’s Mich. Stat. Anno., 1913, Ch. 
284, Sec. 10,667), and it would be unneces- 
sary to have the conveyance made indirectly 
through a third party. 


Liability of Accommodation 
Maker 


NDER the Negotiable Instruments Act 

an accommodation maker is not dis- 
charged by extension of time given the prin- 
cipal maker without his consent. 


From Illinois.—A called at the bank and asked 
for a loan of $500 for a short period of time and 
the bankers asked him for a signer on the note. 
The next day A called at the bank with B and 
the loan was made, A and B signing as joint 
makers. 

A. claimed that he would sell some property 
within 30 days and the note would be paid and 
the note read “on demand, I, we or either of us 
promise to pay.” A sold the property ten days 
later and deposited the proceeds with the bank 
and checked the amount out within a few days. 
The note ran for six months and a notice was 
mailed to A. He called at the bank and paid the 
interest and said he would try to pay off the note 
within sixty days. However, the note was not 
paid and one year from the date of the note, 
notices were mailed to A and B. B called at the 
bank and protested, claiming the bank should 
have charged the amount to A’s account when A 
deposited the proceeds of his property sale shortly 
after the loan was made. However, a new note 
was drawn for a period of six months and A and 
B again signed as joint makers. At the maturity 
of the note A called and paid small amount on the 
principal and stated that he would have to ask 
for another extension and that B would sign with 
him. He further stated that B was unable to call 
at the bank on the day. The bank drew up a 
note which A signed and it was attached to the 
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matured note and held by the bank until B could 
call and sign it. 

Several notices were mailed to B but he did not 
come to the bank. About this time A met with 
loss which wiped out all of his assets. The banker 
called on B to either pay the note or arrange the 
extension, 

B refused to either sign the note or to pay ir, 
claiming the bank should have collected from A 
while A was in a position to pay. Also claiming 
that the note was irregularly made “on demand” 
with the understanding that it would be paid 
within 30 days’and that the bank failed to take 
sone 4 collect the money at the expiration of the 

The ‘bank has entered judgment on the note 
which it held signed by A and B and to which 
was attached a note signed by A awaiting the 
signature of B. 

Can B avoid paying the note? 

Prior to the enactment of the Negotiable 
Instruments Law the general rule regarding 
the co-makers of a note was that, if one 
signed for the accommodation of the other, 
he was discharged by an extension of time 
given to the other with knowledge of the re- 
lation. (Gordon v. Chattanooga Third Nat. 
Bank, 144 U. S. 97; White v. Whitney, 51 
Ind. 124; Jarois v. Hyatt, 43 Ind. 163; Ward 
v. Stoat, 32 Ill. 399; Kennedy v. Evans, 31 II]. 
258; Flynn v. Mudd, 27 Ill. 323). However, 
the law in this regard is materially changed 
by the provisions of the Negotiable Instru- 
ments Law. Thereunder it is held that, since 
an accommodation maker is expressly de- 
clared to be primarily and not secondarily 
liable, therefore the provisions therein as to 
when a person secondarily liable on the in- 
strument is discharged do not apply. ( Rich- 
ards v. Market Exch. Bank, 81 Ohio St. 348, 
90 N. E. 1000; Cellars v. Meacham, 49 Oreg. 
186, 89 Pac. 426, [where the court said: 
“Since it defines an accommodation maker, 
making him primarily liable, and in one 
section designates how negotiable instruments 
may be discharged, but contains no provision 
whereby a person primarily liable can be 
released, except by payment, etc., and in the 
section following specifies the manner in 
which persons secondarily liable may be re- 
lieved of responsibility on such instrument, 
it follows that the immunities indicated there 
were intended to exclude all exceptions not 
contained therein, under the familiar maxim: 
‘Expressio unius est exclusio alterius’.”]). 

It follows that an extension of time to 
one other than an accommodation maker, 
including his co-maker, does not discharge 
the accommodation maker. (Cowan v. Ram- 
say, 15 Ariz. 533, 140 Pac. 501; Bank v. 
Watson, 99 Kan. 686, 163 Pac. 637; Norton- 
ville First State Bank v. Williams, 164 Ky. 
143, 175 S. W. 10; Union Trust Co. v. Mc- 
Ginty, 212 Mass. 205, 98 N. E. 679; Citizens 
Bank v. Douglass, 178 Mo. App. 664, 161 
S. W. 601; Bank v. Lang, [Mont.] 174 
Pac. 597; Smith v. Machine Co., [Okla.] 
214 Pac. 178; Bank v. Seaton, [Okla.] 170 
Pac. 477; Bank v. Forsstrom, [Oreg.] 173 
Pac. 935; Wolstenholme v. Smith, 34 Utah 
300, 97 Pac. 329; Kuhn v. Groll [Wash.] 
203 Pac. 44; Bradley Engineering Co. v. 
Hayburn, 56 Wash. 628, 106 Pac. 170. See 
also Vanderford v. Farmers’, etc., Nat. Bank, 
105 Md. 164, 66 Atl. 47,10 L. R. A. N.S 
129 and note). 
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In the case submitted “B” 
accommodation maker on the “six months 
note, and primarily liable thereon, and was 
not discharged from liability thereon by the 
extension of time granted his co-maker with- 
out his consent. Recovery can be had against 
him on the note. 


was an 


Joint Deposit of Husband 
and Wife 


the Ohio statute when a deposit 
is made in the names of two or more 
persons payable to either or the survivor, 
the bank may pay either during their life- 
time and may pay the survivor after the 
death of the other party to the account. 

From Ohio.—One of ouf customers is desirous 
of depositing some money with us in joint account 
with his wife and wants it so fixed that whichever 
one is the survivor will have the right to draw the 
entire balance. 

In view of the Ohio statute, which pro- 
vides that when a deposit is made “in the 
names of two or more persons, payable to 
either, or payable to either or the survivor,” 
(Ohio Gen. Code, 1921, Sec. 710, 120) the 
bank is authorized to pay either, whether 
the other be living or not, a form of account 
reading: “John Doe or Mary Doe, either 
or the surviver” would comply with the 
statute and authorize the bank to pay the 
survivor. Such form is in common use by 
many banks. But while authorizing payment 
to the survivor, in the absence of notice not 
to pay by an adverse claimant, such form 
would not necessarily be conclusive upon the 
question of ultimate title to the deposit, and it 
would be open to the representatives of the 
decedent to prove by extrinsic evidence that 
the sole title was always in decedent. How- 
ever, an account may be so worded as to 
vest ultimate title in the survivor. And the 
following form of agreement entered into 
between the depositors and the bank has 
judicial sanction as effecting the desired re- 
sult: “This account and all money to be 
credited to it belongs to us as joint tenants, 
and will be the absolute property of the sur- 
vivor of us; either and the survivor to draw.” 
(N. J. Title Guaranty & Trust Co. v. Archi- 
bold, (N. J. Ch.) 108 Atl. 434). 


Joint Accounts in Missouri 


NDER the Missouri statute when a 

deposit is made in two names payable 
to either or the survivor, the bank may pay 
during the life of both or the survivor after 
the death of one. 


From Missouri.—We would like to know whether 
in your opinion an account opened in the name of 
Mr. or Mrs. William Smith, husband and wife, 
or the survivor of them, would be payable to 
either one at the death of the other, and whether 
or not we could open the account in the same way 
for a man and his son or daughter, a man and 
his brother or sister, or two parties who are not 
related at. all. 

If this is not the correct wording, kindly advise 
us what words we should use in opening such 
accounts, 


The Missouri statute provides: “When a 
deposit shall have been made by any person 
in the name of such depositor and another 
person and in form to be paid to either, 
or the survivor of them, such deposit there- 
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upon and any additions thereto made by either 
of such persons, upon the making thereof, 
shall become the property of such persons, 
as joint tenants, and the same, together with 
all interested thereon, shall be held for the 
exclusive use of the persons so named, and 
may be paid to either during the lifetime 
of both, or to the survivor after the death 
of one of them; and such payment and the 
receipt or acquittance of the one to whom 
such payment is made shall be a valid and 
sufficient release and discharge to said bank 
for all payments made on account of such de- 
posit prior to the receipt by said bank of no- 
tice in writing signed by any one of such 
joint tenants not to pay such deposit in ac- 
cordance with the terms thereof.” (Rev. 
Stat. Mo. 1919, Ch. 108, Sec. 11,779). A form 
of account reading “John Doe or Mary Doe, 
either or the survivor,” would comply with 
the above quoted statute and authorize the 
bank to pay the survivor. Of course, the 
relationship of the parties would be imma- 
terial—they might be husband and wife, 
father and daughter, or parties having no 
blood relationship. 


Attachment of Joint Account 


Y dwn interest of a joint tenant in a bank 
account cannot be reached by writ of 
attachment or execution, nor according to 
the weight of authority can it be reached 
by process of garnishment. 

From Missouri: Can the interest of a joint ten- 


ancy in a bank account be taken under execution 
or attachment in this state? 


A bank deposit, since it is a debt due 
from the bank to the depositor, cannot be 
reached by writ of attachment or of exe- 
cution. (See Sturdee v. Cuba Eastern R. 
Co., 196 Fed. 211), but if reached at all, 
it can only be done by process of garnish- 
ment. By the weight of authority a debt 
due jointly to defendant and another per- 
son not a party defendant cannot be reached 
by garnishment. (Modlin v. Smith, 13 Ga. 
App. 259, 79 S. E. 82; Independent Filter 
Co. v. Hilbig, 163 Ill. App. 16; Nachtegall 
v. Reilley, 165 Mich. 347; 130 N. W. 699; 
Kingsley v. Mo. Fire Co. 14 Mo. 465; 
Hamra v. Herrell, (Mo. App.) 200 S. W. 
776; Macks v. Columbia Theater Co., 86 Mo. 
App. 224; Willard v. Wing, 70 Vt. 123, 
39 Atl. 632; Badger Lumber Co. v. Stern, 
123 Wis. 618, 101 N. W. 1093). On prin- 
ciple a joint bank account comes within 
the above rule, and accordingly it has been 
held that a joint and several bank deposit 
is not subject to garnishment at the instance 
of a creditor of one of the depositors. (Runk 
v. Jackson, (Sask. 1917) 1 West Wkly. 
485. But see Catlow v. Whipple, (R. I.) 
83 Atl. 753). 


Check to John Doe or Bearer 


HERE John Doe negotiates a check 

payable to John Doe or bearer with- 

out indorsing same and the check is re- 

fused payment by the bank upon which 

drawn, no recourse can be had upon John 
Doe because of non-payment. 

From Texas.—A check is drawn payable to 


John Doe or bearer. John Doe is not required 
to indorse the check when he receives payment. 
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The check is drawn on bank B but is cashed by 
bank A. If bank B refuses payment, can recourse 
be had on Doe just the same as if he had in- 
dorsed it? 

In the case stated of a check drawn pay- 
able to “John Doe or Bearer,” transferred 
by John Doe without indorsement to a 
bank and refused payment by the bank upon 
which drawn, the purchasing bank has no 
recourse upon John Doe. The check, being 
a bearer check, did not require indorsement, 
and John Doe not having indorsed same 
could not be held liable because the trans- 
ferror of a check by delivery does not war- 
rant its payment by the drawee, but simply 
its genuineness. 

It is within the power of such a bank to 
call for John Doe’s indorsement as a condi- 
tion of advancing the money; and if it does 
so, it can hold him as indorser in case the 
check is not paid by the drawee. 

Where the bank omits to obtain his in- 
dorsement, it comes under the rule that the 
transferror of bearer paper, while a war- 
rantor of genuineness, is not responsible in 
case of non-payment. 


Negotiable Instruments 
Payable at Bank 


ae Negotiable Instruments Act provides : 

“Where the instrument is made pay- 
able at a bank it is equivalent to an order 
to the bank to pay the same for the account 
of the principal debtor thereon.” 

This section is contained in the law in 
every state with the following exceptions: 

Illinois, Nebraska and South Dakota, 
where it was omitted from the original en- 
actment. 

Minnesota, where the word “not” was 
interpolated when the act was passed, so that 
the section reads: “shall not be equivalent.” 

Kansas, where the section was originally 
— but repealed by Chapter 94, Laws of 
1915. 

North Dakota, where the law was orig- 
inally passed but repealed by act approved 
March 2, 1921. 

Georgia, which has not enacted the Nego- 
tiable Instruments Law. 

In Missouri the section was amended in 
1909 by adding the following: 

“But where the instrument is made pay- 
able at a fixed or determinable future time, 
the order to the bank to pay is limited to 
the day of maturity only.” 

In Montana, in 1909, a similar amendment 
was made, except the words “to pay” were 
omitted. 

In New Jersey, in 1909, a similar provision 
to that of the Missouri amendment was 
added, except that the concluding phrase 
reads: “limited to the day on which the in- 
strument is payable.” 

In Arkansas, Laws of 1923, Act 627, § 13, 
p. 530, Amends Dig. Stat. (1921), § 7853, 
constituting § 87 of the Uniform Act by add- 
ing the italicized words: ‘Where the im- 
strument, being one payable at a determin- 
able future time and not on demand, is made 
payable at a bank it is equivalent to an order 
to the bank to pay the same for the account 
of the principal debtor thereon, but only in 
case he has funds there sufficient to meet it 
in full on the day it falls due.” 
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Common Law Trust—STATUTE PROHIBIT- 
ING UNINCORPORATED ASSOCIATION FROM 
Doinc SAVINGS AND INVESTMENT 
BusInEss—NEw York. 


LAINTIFF was an unincorporated as- 

sociation doing a business of soliciting 
and receiving payments under a 3 per cent 
loan contract, which contracts were to be 
taken by investors in a manner similar to 
the usual building and loan association plan. 
Aside from other questionable practices due 
to the method of chance in determining as 
to what members should be allowed prior- 
ity in borrowing from the association, there 
was a statute (N. Y., 1923 c. 895) express- 
ly prohibiting individual, partnership or un- 
incorporated associations from engaging in 
the business of receiving deposits or pay- 
ments of money in installments, for coopera- 
tive, mutual loan, savings or investment pur- 
poses in sums of less than $500 each; or to 
conduct a business similar to the business 
of a savings bank or savings and loan asso- 
ciation. 

The unincorporated association claims the 
statute impairs the obligation of contracts, 
deprives them of their liberty and property 
without due process of law, and denies them 
the equal protection of the law. The court, 
however, held the statute constitutional, for 
the legislative authority had the power to 
confine banking to corporations, it being a 
business clothed with a public interest and 
subject to regulation. And since small in- 
vestment sums usually come from people 
without much knowledge of investment af- 
fairs, it was reasonable to fix $500 as an 
arbitrary figure, and “whatever may be one’s 
own opinion about the wisdom of trying to 
save the ignorant and rash from folly, it 
is a recognized power that is used in many 
ways.” The court further held that con- 
tracts hostile to the statute, although al- 
ready made, could be defeated if they ex- 
tended into the future. Dillingham v. Mc- 
Laughlin, 44 Sup. Ct. 362. 


ForEIGN BALANCE—DEBTOR AND CREDITOR 
Not DisturBED BY FoREIGN 
CoNnFISCATION—NEW YORK. 


deposited with defendant 
bank a sum of money in consideration of 
defendant agreeing to establish for plaintiff 
a corresponding balance in rubles in de- 
fendant’s Petrograd branch. The balance 
was established and withdrawals made, but 
before the balance was exhausted, the 1917 
revolution in Russia was followed by a gov- 
ernment which, by force of arms, took over 
the Petrograd branch and all its assets. 
Defendant sets up this fact as a defense in 
a suit for repayment and claimed that plain- 
tiff as a citizen of Russia was subject to 
all the laws of that government, and that 
the taking over of the bank by his govern- 
ment discharged defendant in its obligation 
to plaintiff. 

But the court held the bank was not dis- 


Recent Decisions 


DIGESTED BY THOMAS B. PATON, JR. 


Assistant General Counsel 


Summarized 


S TATE may by statute prohibit 

unincorporated associations 
from doing savings and invest- 
ment business. Does not amount 
to a denial of the equal protec- 
tion of the law. 


M ORRIS PLAN BANK can 

recover only remaining due 
installments after default in one, 
although the contract signed by 
borrower called for the entire 
original sum, without deductions 
for prior payments. 


UILDING and loan associa- 
tions may be favored by ex- 
emption from the “mortgage 
recording tax,” tf the legislature 
sees fit todo so. A recording tax 
is a “special privilege,” not “prop- 
erty,” tax. 


CONFISCATION of the 
assets of a bank’s foreign 
branch does not discharge the 
bank’s obligation toward a de- 
positor, although he deposited for 
the specific purpose of maintain- 
ing a foreign balance. 
A BANK cannot disregard the 
express terms of its burglar 
insurance policy and rely on a 
contradictory statement, oral or 
written, of the agent selling the 
policy. Well known principal and 
agency relationships limit agent’s 
authority. 


TATE may impose an inhert- 

tance (stock transfer) tax on 
shares of stock in a foreign cor- 
poration where deceased and 
heirs were all non-residents, pro- 
portioned on the property of the 
corporation situate within the 
taxing state. 


A STATE cannot deny a na- 

tional bank the right to act 
in any fiduciary capacity in which 
it allows its state banks and trust 
companies to act, after the na- 
tional bank has a permit from 
the Federal Reserve Board to so 
act. 


charged by this confiscation, for when plain- 
tiff made his deposit, there resulted a gen- 
eral debtor-creditor relationship, and de- 
fendant could not say that any specific goods 
seized by the Soviets was that belonging to 
plaintiff, and, while the revolutionary condi- 
tions might excuse defendant from the ob- 
ligation of maintaining the foreign balance, 
still defendant is not excused from the 
obligation to repay the plaintiff. Sckolff y. 
National City Bank, N. Y. Sup. Ct. App. 
Div., First Dept. Not yet reported. 
BuILDING AND LoAN ASSOCIATION— 
KENTUCKY. 
of certain mortgages sought 
to have them filed and tendered the 
regular filing fee when offering them to 
the county clerk, but refused to pay the 
“mortgage recording tax,” as required by 
Kentucky Statutes (1922) Sec. 4019a-9. The 
trustee, who is appellee here, claimed that 
the mortgage filing fee was unconstitutional 
because it was not imposed equally upon all, 
the statute imposing it providing that “this 
section shall not apply to mortgages ex- 
ecuted to building and loan associations.” 
Appellee below obtained a writ of mandamus 
directing the clerk to file the mortgage in 
question without the special fees, and on 
the appeal from that order the court here 
reversed the lower court. 

The decision holding the statute constitu- 
tional despite the discrimination in favor of 
a mortgage to a building and loan associa- 
tion was reached by distinguishing between 
a property tax and a franchise or privilege 
tax. And while the Constitution, Sec. 171, 
provides that “Taxes—shall be uniform upon 
all property of the same class subject to taxa- 
tion within the territorial limits of the au- 
thority levying the tax,” that clause is not 
here applicable for the tax is not on the 
mortgage, but upon its recordation, and 
since the mortgage does not have to be 
recorded, it is not a property tax payable 
at all events. The mortgage is valid with- 
out being recorded, and the advantage of 
recording is availed of by the mortgagee, as 
a special privilege in giving notice to third 
parties, thereby making his rights more se- 
cure. 

Speaking of the right of the legislature in 
favoring building and loan associations, the 
court Says: 

“* * * Sound public policy under- 
lying the fostering care uniformly be- 
stowed upon them by the legislature— 
their exemption from the payment of the 
mortgage recording tax—is not unrea- 
sonable in view of the necessity that re- 
quires the continuance of their existence 
by way of governmental aid. It follows 
from what has been said that we find 
no merit in any of the appellant’s con- 
tentions that the statute in question is 
obnoxious to or violative of the provi- 
sions, or any provision, of the Constitu- 

tion.” Middendorf v. Goodale, 259 S. 
W. 59. 
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SrockK ‘TRANSFER Tax — Non-RESIDENT 
DECEDENT’S SHARES IN FOREIGN 
CoRPORATION SUBJECT— 

NortH CAROLINA. 


ewe appellant plaintiff here is trustee for 
the estate of a decedent who at his 
death was a resident of Rhode Island. None 
of the heirs resided in North Carolina, but 
the estate consisted partly of shares of stock 
in the R. J. Reynolds Tobacco Co., a New 
Jersey corporation. The corporation had its 
principal business in the state of North Caro- 
lina, and although chartered under the laws 
of another state, the taxing authorities of 
North Carolina required a tax on the in- 
herited shares in proportion to the property 
of the foreign corporation situated in the 
taxing state. The tax was assessed under the 
Act of 1919, c. 90 Sec. 6 (seventh), p. 135, 
which said, for the purpose of this tax, prop- 
erty “shall include in its meaning bonds 
and shares of stock in any incorporated com- 
pany, incorporated in any other state or 
country, when such incorporated company 
is the owner of property in this state, and 
if 50 per cent or more of its property is 
located in this state, and when bonds or 
shares of stock in any such company not 
incorporated in this state, and owning prop- 
erty in this state, are transferred by inheri- 
tance, the valuation upon which the tax 
shall be computed shall be the proportion 
of the total value of such bonds or shares 
which the property owned by such company 
in this state bears to the total property owned 
by such company.” (This law and a similar 
one in 1921 [c. 34, Sec. 6 (seventh), p. 151], 
were repealed in 1923 by c. 4, p. 67 et seq, 
which omitted the provision. This suit pro- 
ceeded under the saving clause in the law 
preserving all accrued claims or existant 
rights. ) 

The constitutionality of the law is assailed 
on the ground that the shares or certificates 
were never within the jurisdiction of North 
Carolina, the deceased and his heirs were 
neither citizens nor residents of the state, 
and the corporations issuing and transfer- 
ring the shares were foreign corporations. 
And it is claimed that this is an attempted 
tax on property situated without the juris- 
diction, beyond the state’s taxing power, and 
in violation of the Fourteenth Amendment 
to the United States Constitution. 

With a strong dissenting opinion the court 
upheld the constitutionality of the tax, on 
the ground that this was not a tax on the 
property right, but on the right to succeed 
to the property upon the death of the former 
owner. For a clear distinction the court 
pointed out that, while certain government 
bonds might be exempt from taxation in 
the hands of the owner, one who inherited 
them might not be allowed to take them, 
except upon payment of the inheritance tax, 
the right to take property by descent being 
a creature of the law. 

While it is a convenient rule of the law 
that personal property follows the person 
of the owner and is taxable where the owner 
resides, it is true that the stock of a cor- 
poration has no intrinsic value separate and 
apart from the property of the corporation. 
And the fiction that personal property fol- 
lows the owner may be disregarded in up- 
holding a statute which attempts to properly 
equalize the burden of taxation where the 
property is present in and enjoys the pro- 
tection of the taxing state. Nor could the 
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possibility of double taxation, due to the 
laws of the state where the decedent resided 
taxing the transfer, defeat the rights of 
the state where the property was actually 
situated. 

Note—The losing party in this case in- 
tends to appeal to the United States Su- 
preme Court. There was a similar case 
decided the other way by the Supreme Court 
of Wisconsin on Feb. 12, 1924, reported in 
197 N. W. 344. The appeal by the state 
has been abandoned in the Wisconsin case, 
because it was thought better to let the ap- 
peal come from some case decided the other 
way (i.e., the North Carolina case), for 
the hostile construction of the state court 
of its own statute might prejudice the chance 
of the state to win.. It is interesting to note 
that in each of these cases, reaching opposite 
conclusions, there was a strong and able 
dissenting opinion. Rhode Island Hospital 
Trust Co. v. Doughton, 121 S. E. 741; 187 
N. C. 262. 


BurGcLtary INSURANCE — REFORMATION OF 
Poticy Contract—MistaKe Must Be 


ree bank was keeping the Lib- 
erty Bonds of its customers in its vault, 
but not within the inner burglar-proof safe, 
which was too small to hold them. The 
bank desired to obtain $50,000 insurance to 
cover these securities, and informed the 
agent of defendant insurance company ex- 
actly as to what protection he desired. The 
agent agreed to obtain a policy giving the 
desired protection, and within a short time 
delivered a policy, which he told the bank 
president covered the securities outside the 
safe, but within the vault. The bank offi- 
cials took the policy and did not read it dur- 
ing the several months prior to the loss by 
burglary of $62,000 of its customers’ bonds. 
Instead of reading it, they relied on the 
statement of the agent as to what the pol- 
icy as issued by the head office contained, 
and it contained a clause limiting the liabil- 
ity of the insurance company to 10 per cent 
of the face of the policy on securities out- 
side of the burglar-proof safe. 

After the loss occurred, plaintiff in this 
suit in equity seeks to have the contract re- 
formed as of the date of issue of the policy, 
so as to give the bank the protection the 
agent had informed them that the policy 
was giving them. And plaintiff was able to 
show that the agent. had said prior to the 
loss that all the securities in the vault were 
covered up to the amount of the policy, and 
after the loss he had made oral and signed 
statements to the effect that the loss, as 
it had occurred and which he had exam- 
ined, was insured. 

But the reliance on the statement of the 
agent could not vary the terms of the 
policy, which the plaintiff had in its posses- 
sion for a number of months. For the agent 
could not go beyond the scope of his au- 
thority under his contract with his principal, 
the defendant, which provided that no act 
or promise of the agent was binding on de- 
fendant until confirmed in writing by the 
general manager. Furthermore it was shown 
that the agent knew he had not bound his 
company in the way he represented to plain- 
tiff, and the premium collected was too low 
to warrant plaintiff in thinking the securities 
outside the burglar-proof safe were covered. 

The court refused to reform the contract 
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to make it read so as to cover the loss, hold- 
ing that it could be reformed because of 
mistake only when the mistake was mutual, 
and at all events could not be here reformed 
to bind the insurance company beyond the 
scope of the agent’s authority. First Nat. 


Bank v. Ocean Accident & Guarantee Corp., 
294 Fed. 91. 


Morris PLAN BANK—DEFAULT—NEW 
York. 


LAINTIFF Morris Plan Company 

loaned defendant $2,500, and, as allowed 
by statute, deducted 6 per cent interest. For 
the repayment of this loan plaintiff com- 
pelled defendant to purchase an “installment 
investment certificate,” issued by plaintiff, to 
be paid for in $50 weekly installments. This 
certificate was retained by plaintiff, and 
after defendant made twenty-one weekly 
payments there was a default in one pay- 
ment. Upon default plaintiff sued on the 
note, and defendant, one of the sureties, 
pleaded and showed the payments. The court 
allowed deduction for the payments, refus- 
ing to follow a prior decision (164 N. Y. 
Supp. 162), where payments were not al- 
lowed to be set off. The court said that 
in this equity proceeding it would “brush 
aside the form and get at the substance. The 
plaintiff has received payments on account 
of this note in the sum of $1,050, irrespective 
of any contract, device or scheme that it 
may have invented so as to bring itself 
within the provisions of the banking law. 
In my opinion the so-called installment in- 
vestment certificate is nothing but a cloak for 
the plaintiff to hide behind, and certainly 
it cannot be said that the plaintiff comes 
into court with ‘clean hands’ when it asks 
a court of equity to give it judgment for 
the full amount of the note, disregarding 
the installment payments on the certificate.” 
Morris Plan Co. v. Osnato, Supreme Court 
of N. Y., Special Term, Part 3. April 19, 
1924. Not yet reported. 


NATIONAL BANK AS ExXECUTOR—STATE 
Cannot WITHHOLD R1GHT—MIssouvrI. 


CITIZEN of Missouri named a national 

bank as his executor, and after his 
death the bank made due application for 
appointment. This was refused by the state 
court, on the ground that, under the laws 
of Missouri, a national bank is not author- 
ized to act as an executor. State banks were 
allowed to so act, and the national bank 
appealed to this court by writ of error, and 
it is here held that by mandamus proceed- 
ings a national bank can compel the pro- 
bate court to issue the letters testamentary. 
For under Sec. 11 (k) of the Federal Re- 
serve Act the Federal Reserve Board may 
grant national banks the right to act in 
any fiduciary capacity when other corpora- 
tions coming into competition therewith are 
permitted to so act by the laws of the state 
in which the national bank is located. And 
since the national bank has been given the 
permit by the Board, and state banks are 
likewise permitted by law, “the state cannot 
lay hold of its general control of administra- 
tion to deprive national banks of their power 
to compete.” A state cannot fetter a na- 
tional bank so as to defeat its successful 
operation in its proper competitive field. 
State of Missouri v. Duncan, Supreme Court 
of U. S., April 28, 1924. Not yet reported. 
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Federal Farm Board Cleared 


HE Senate on May 22 confirmed the 

appointment of Lewis J. Pettijohn of 
Kansas, Elmer S. Landes of Ohio, Merton 
L. Corey of Nebraska, and Edward E. 
Jones of Pennsylvania, as members of the 
Federal Farm Loan Board, after the Com- 
mittee on Banking and Currency had con- 
ducted hearings extending from January to 
inquire into their qualifications. The four 
members were appointed by President 
Harding, and held office, as recess ap- 
pointees, for a year or more. A vigorous 
fight against their confirmation was waged 
by Senator Howell of Nebraska, who con- 
tended that they were not fitted for the 
positions and charged the Federal Farm 
Loan Board with a number of acts of mis- 
conduct. However, his charges carried 
little weight with the Senate and the four 
members were declared fit and duly named 
as commissioners on the Board. 

While the hearings were in progress be- 
fore the committee, Senator Howell suc- 
ceeded in having the Senate pass a resolu- 
tion calling upon the Treasury to forward 
to the Senate a statement of the receipts 
and disbursements of the Farm Loan Board, 
including the source of its funds and those 
to whom disbursement was made. Senator 
Howell declared that while the Board 
handled $881,000,000, it had no books of 
account. 

A corps of auditors worked for about two 
weeks with the records of the Board cover- 
ing its operations and submitted a report to 
the Senate. 

The committee, in reporting the nomina- 
tions favorably, was unanimous in acquit- 
ting the members of the board of any mis- 
appropriation of funds or any irregularity 
in the transaction of business. While it 
did not meet for the purpose of investi- 
gating the activities of the Board, a detailed 
investigation of the system from its incep- 
tion, covering an examination of its re- 
ceipts and expenditures aggregating $881,- 
000,000, showed that the accounts balanced 
to a cent. 


S ENATOR 
HOWELL 
sisted that the four 
members of the 
Board had “simply 
been riding” since 
assuming office and 
had “taken things as 
they had found 
them.” 

In a final appeal to 
the Senate to with- 
hold its approval, 
Senator Howell in- 
sisted that the Fed- 
eral Farm Loan 
Board, and_ hence 
the four members 
constituting a ma- 
jority, stood con- 
victed of six charges. 

The first, he de- 
clared, was violation 


Navy Wilbur. 
of the cardinal prin- 


President Coolidge and his present Cabinet. 
master General New, Secretary of War Weeks, Secretary of State Hughes, President 
Coolidge, Secretary of the Treasury Mellon, Attorney General Stone, Secretary of 


ciple of public policy prohibiting a legislative 
officer from enjoying the emoluments of any 
office created during his encumbency. He re- 
cited that prior to July 1, 1923, Charles E. 
Lobdell was a member of the Farm Loan 
Board, and served as farm loan commis- 
sioner, with a salary of $10,000 as fixed by 
Congress. In addition he performed the 
duties of fiscal agent of the land-bank sys- 
tem. On June 12, 1923, at a meeting of 
the members of the Farm Loan Board and 
the 12 land bank presidents, the farm loan 
commissioner was relieved of the duties of 
fiscal agent through the creation of a new 
office, to be known as fiscal agent, at a 
salary of $25,000. On the same day Sen- 
ator Howell continued, it was arranged that 
Judge Lobdell should become the new fiscal 
agent. 

“Thus a member of a quasi-legislative 
board became the beneficiary of a new of- 
fice, with an increase in salary of two and 
a half times, for the performance of but 
part of his previous duties,” Senator Howell 
said. 

The employment of Judge Lobdell was 
defended by Governor Cooper, who con- 
tended the salary was not excessive in view 
of the magnitude of the system's operations. 


HE second charge was that the Board 
followed unlawful procedure in approv- 
ing of the creation of this new official, hav- 
ing no authority from Congress to do so. 
The third indictment was “looseness and 
gross carelessness in the conduct of the af- 
fairs of the board, indicating incompe- 
tency.” “As incredible as it may seem, dur- 
ing a period of about six years, the board 
has received and disbursed $881,000,000, and 
yet has never provided itself with books of 
account, its records consisting merely of de- 
posit slips, check stubs and correspondence.” 
Senator Howell declared. 
As a fourth specification, Senator Howell 
charged the unlawful withdrawal of be- 
tween $65,000 and $70,000 from the Treas- 


Standing—Secretary of Labor Davis, Secretary of Agriculture Wal- 
lace, Secretary of Commerce Hoover, Secretary of Interior Work 
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Left to right, the members are: 


ury and the disbursement of these funds 
without the authority of Congress. The 
debate revealed that this item represented 
constructive interest growing out of the 
sale of land bank bonds, and that a con- 
troversy had developed between the Treasury 
and the Board as to who should have the 
profit on the “float.” The withdrawal of 
this money from the Treasury, without au- 
thority, and its expenditure, without taking 
a voucher or a receipt, constituted the basis 
for the fifth specification of “looseness and 
neglect in the disbursement of funds.” 


ENATOR Howell, in charging that there 

had been a misappropriation of funds, 
set forth that a “slush fund” of $37,000 
had been created by transferring this amount 
from the Treasury to the Franklin National 
Bank of Washington, D. C., in the name 
of the farm loan commissioner. The ac- 
count was checked upon from time to time, 
until in February it had been reduced to a 
nominal amount. Senator Howell stated 
that while the money had been used the 
board had no record as to whom the money 
was paid. Senator Howell sought to show 
the Senate that the checks had been drawn 
on this account as loans, and presents to 
employees, and said the testimony showed 
that one of the nominees had succeeded in 
drawing $2,000 from the Treasury on ac- 
count of salary for which Congress had 
made no appropriation. 

Testimony was given before the commit- 
tee showing that this advance of $2,000 had 
been paid back by the nominee when demand 
for payment was made. 

Senator Glass of Virginia, former Secre- 
tary of the Treasury, told the Senate that 
the committee “went fully in detail, into 
these accounts and satisfied itself thoroughly 
that there had not been a penny of mis- 
appropriation of public funds and satisfied 
itself thoroughly that there had been a full 
accounting for every penny.” Senator Dial 
of South Carolina, strongly defended the 

board and gave its 


operations a_ clean 
bill of health. He 
explained that the 


fund was an account 
out of which current 
expenses were paid 
and declared that the 
only substance in the 
charges made by 
the Senator from 
Nebraska was a 
criticism of “some 
little irregularities in 
bookkeeping.” 

The members were 
confirmed in execu- 
tive session, and no 
record of the vote 
was announced. 

Thus it was not 
shown how many 
Senators opposed 
confirmation of the 
four farm loan com- 
missioners. 
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Two “Ifs” in Reparations 
(Continued from page 770) 


“It is true that the Transfer Committee 
will make cash payments to the Allies by 
buying foreign currency out of the cash 
paid in from German taxes, from German 
railroad surpluses, and so on. But this 
transfer of cash will not be possible unless 
it is first made possible by an export sur- 
plus; in other words, by a delivery of goods. 


Only in Goods or Services 


66Q-N ERMANY, I say, can pay repara- 

tions. But she cannot pay a penny 
of reparations in any form except in the 
form of delivery of goods and services. The 
question remains: do the Ally countries want 
these goods, which will compete in world- 
markets with limited buying power? If not, 
they will begin to condemn reparations, and 
to regret that Germany can, as I am sure 
she can, pay them. 

“The second ‘if’? The second ‘tf’ is a 
sort of variation of the first. It is the 
conundrum: what do reparations mean in a 
broad sense? 

“Nobody has ever properly considered 
this. The average man assumes that the 
transfer of wealth from one country to an- 
other is like the payment of a debt from one 
individual to another. A receives $100 from 
B., and is $100 the richer, while B. is $100 
the poorer. The whole reparations doctrine 
is based on the theory that if Germany pays 
over a fixed sum, say the 132 billion gold- 
marks demanded in May, 1921, Ally coun- 
tries will be 132 billion goldmarks richer. 
That is the theory. Has anyone ever 
examined it? 

“A German professor proved that Ger- 
many never really got the one billion dollars 
which she exacted from France in 1871 
France paid the money, but Germany, so 
the professor proved, lost it in form of 
various industrial and trade reactions which 
she did not foresee. 

“That is likely enough. I do not say that 
the Allies will not profit from reparations 
to the extent of 2,500,000,000 gold marks a 
year, if it is ultimately fixed at that. I say 
only that the assumption that they will so 
profit remains at the bottom of reparations, 
and nobody has fundamentally tested the 
assumption. If the assumption proves to be 
wrong, people will some day wake up and 
declare that reparations are altogether an 
economical impossibility.” 

“Then in saying that Germany can pay 
the reparations sums you means that she 
will thereby lose nothing and that the Allies 
will gain nothing”? I asked. 

“IT would not say that,’ he replied. 
“Independently of that question, I should say 
that Germany can certainly pay 2,500,000,000 
a year.” 

That is Schacht’s attitude. Schacht ex- 
pressed himself on other business questions. 
He does not believe that the banks are in an 
insecure condition. In April and early 
May this year, unwise franc bear commit- 
ments brought many small banks _ into 
difficulties. Owing to anxiety on this score 
and owing also to extreme dearness of 
credit, German stocks were quoted at about 
one-third of their prices in late November, 
1923, immediately after the currency reform. 
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SEEKING NEW BUSINESS ON OUR RECORD 


100 Years 100% 


F course, OLD BULLION has 

lived too long to claim per- 
fection. Yet in one respect it 
may claim to be 100%, for it has 
never failed in its duty to the 
public. On one historic occasion 
it was the only Bank in New 


York to meet its obligations IN 
GOLD, thus earning the affec- 
tionate title OLD BULLION. 


CHEMICAL BANK CENTENNIAL 
100 YEARS OLD— 100% MODERN 


THE 


GHEMICAL 


NATIONAL 


BANK 


OF NEW YORK. 


BROADWAY AT CHAMBERS, FACING CITY HALL 
FIFTH AVENUE OFFICE AT 29th STREET 


The banks hold a certain amount of stocks 
as collaterial. Schacht, however, declared 
that the four big “D” banks, and all the 
big, old-established banks, are undoubtedly 
in a sound position. The Dresdner Bank 
and Handelsgesellschaft Bank reports for 
1923, the only banking reports which have 
yet appeared, show that the preponderance of 
credits to the public is on security of wares, 
not of stocks. 


60 to 90 Per Cent 


SKED about the credit crises, shown in 
the fact that banks are charging 60 to 

90 per cent on loans on first-class security, 
Schacht said that the credit strain will prob- 
ably continue until it is relieved by a trade 
reaction. At present business is expanding. 


German stocks are extremely low; but that 
is also the case of stocks in Austria, Sweden 
and other countries in close relations with 
Germany. Undoubtedly conditions in Ger- 
many exercise a strong influence upon stock 
markets abroad. 


Becomes President 


Charles C. Trine, for 39 years with the Marshall- 
town State Bank, Marshalltown, Iowa, has been 
elected President of the bank to fill the vacancy 
caused by the death on April 22 of Albert F. Balch. 


R. L. Thornton, president of the Mercantile 
Bank and Trust Company of Dallas, was elected 
president of the Texas Bankers Association at 
the fortieth annual convention of the organization 
held in Austin on May 20, 21, 22. Frank Pon- 
drom, assistant cashier, American Exchange Na- 
tional Bank of Dallas, was elected vice-president 
and W. A. Philpott of Dallas, secretary. 
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Helpful Personal Service 
makes American Express Iravelers Cheques 
worth 75* per £100 anywhere in the world 


With its Express Offices in 26,700 places in the United States, manned 
by intelligent employees ready to serve; with its network of foreign 
headquarters, supplemented by 10,000 banking correspondents; and with 
its technically manned world-wide travel service, the American Express 
Company furnishes to a patron carrying its Travelers Cheques a ser- 
vice never before available in such magnitude, or so universal. 


1. Travelers abroad are invited to make their 3. Convenient locations for cashing Travelers 


business and social headquarters at the Cheques, securing further supplies of 
offices of the American Express Company. Cheques through cable or mail from home. 
These offices have: Reading rooms with the 4. Couriers and interpreters meeting boats at 
latest United States papers. Writing rooms principal seaports and trained in helping 
for the convenience of patrons. Fully travelers through customs and to the right 
equipped mail rooms under trained men, for trains. . . 

receiving, holding or forwarding patrons’ 5. Uniformed men at railroad depots and in- 
mail. Cable service. English speaking em- terior points directing incoming passengers 
ployees doing business with an American to hotels and outgoing passengers to the 
spirit. Facilities for exchanging and receiv- proper trains. ; ; 

ing foreign moneys. Travel experts. 6. Similarly uniformed men at frontier points 


ready to solve the mysteries of immigra- 
tion requirements and custom regulations. 
All these men are in uniform—they are as 
welcome a sight to a traveler in a foreign 
country as the Statue of Liberty to an 


2. Information Bureaus ready to tell: Where 
to go. Where to stay. Where to eat. Where 
to shop. How to find a good doctor. How 


to find an American dentist. How to find American nearing home. It is estimated 
a trustworthy lawyer. Who to tip. How that 90 per cent of American travelers 
much. Every puzzling detail incidental to abroad make use of American Express 
being a stranger in a strange land. offices. 


Wide Travel Activities of American Express Co. 
Make Personal Service Possible 


Because the American Express Company is one of the greatest travel organizations 
in the world, it is in an absolutely strategic position to make it possible for carriers 
of its Travelers Cheques to travel with comfort, ease and freedom from annoyance. 
Its travel operations include: Steamship tickets over all lines. Railroad tickets. 
Hotel reservations. Preparation of itineraries. Sight-seeing arrangements. The 
transference, storage and insurance of baggage. Accident insurance. Automobile 
tours. Conducted tours with limited select parties. Membership in specially ar- 
ranged cruises. 


At 75 cents per $100, the total cost of any amount of Travelers Cheques is merely 
an incidental expense as compared to the total cost of any journey. 


The bank which sells its customers American Express Travelers Cheques, is plac- 
ing them figuratively within a stone’s throw of immediate assistance should they 
need it. 


American Express Co. 
65 Broadway, New York 


OFFICES IN ALL PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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Whatevery Cashier and Teller should know 
about American Express Travelers Cheques 


~for use at home as well as abroad 


All travel has an element of uncertainty about it. 


American Express 


Travelers Cheques relieve this uncertainty to the fullest extent. 


1. 


These cheques enable the traveler to carry 
safely, easily and comfortably, any amount 
of money from $10 to $10,000. They protect 
this money against loss or theft. They give 
the traveler the absolute knowledge that 
wherever he may be he will get the full 
value of his American dollar in the cash of 
the country he is in, get it readily and with- 
out red tape or question. 


. Sky-blue in color, with the name “American 


Express Travelers Cheques” across their 
face, they are the insured money of all 
nations. 


These cheques have the added value of a 


helpful Personal SERVICE to the traveler 
—a Service as varied as the personal needs 
of the individual traveler are varied —as 
efficient as the experience of a great organi- 
zation, over a period of many years in 
serving travelers, can make it—as extended 
and wide reaching as the highways or by- 
ways of commercial or pleasure travel. 


. Originated in 1891 by the American Express 


Company, they were, for eighteen years, the 
only travelers cheques in existence. 


. More than 500,000 people used more than 


$120,000,000 worth of these cheques in 1923. 


26,700 Personal Service Stations in the United States 


Wherever there is a railroad station there 
is an express office. 


2. This means 26,700 personal service stations 
for the use of travelers carrying these 
cheques. 

3. Each expréss agent, working under a cen- 
trally directed plan, is ready to serve his 
Company’s patrons. 

4. He is often in towns where there are no 
banks. 

5. He cashes Travelers Cheques even at hours 


when banks are closed. He gives informa- 
tion on local conditions: What hotels to 


use. What restaurants are good. What 
garages are safe. What the local speed laws 
are. Distances to neighboring towns. What 
to see in a neighborhood. 


. Toa stranger getting off a train, to a woman 


traveling alone or with children, the Express 
Agent is a local, experienced friend, ready 
to help. 


. These thousands of local offices give the 


Express Company a local prestige which 
furnishes an assurance to restaurants, 
hotel keepers, garages and others who hesi- 
tate to cash personal checks or other forms 
of paper with which they ‘are not familiar. 


Service in Case Cheques Are Lost or Stolen 


Quick and effective help to the traveler in case his cheques are lost or 
stolen is most important. 


1. 


The local express offices in the United 
States—practically every place where there 
is a railroad station—serve as centers where 
loss may be reported—the assistance of the 
agent secured in starting the machinery for 
a prompt refund—or, if the checks have 


been stolen, for the apprehension of the 
thief. 


. Last year the American Express Company 


handled 2,009 cases of loss. 157 criminals, 
many of whom were old-time bank offend- 
ers, were apprehended and placed in jail. 


American Express Co. 
6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 


When writing to advertisers please mention the American Bankers Association Journal 
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Federal Advisory Council’s Recommendations to the Board 
Relative to the Establishment of the German Note Bank Pro- 


posed by the Dawes Commission. 


Controversy Abroad Over 


Council’s Reference to a Sterling or Dollar Exchange Basis. 


HE action of the Federal Advisory 
Council in urging that sympathetic 
consideration be given to the flota- 
tion of the German loan in this coun- 
try, and in suggesting that there are certain 
services that the Federal Reserve Board 
might render in the establishment of the 
German Note Bank, marks not one, but sev- 
eral turning points in the financial world. 

First the action of the Board seems to 
record the time when American financial in- 
terests are ready to give Germany the long- 
looked-for aid, provided of course that the 
Dawes plan goes through. Another point is 
that from a long continued period of extreme 
caution regarding German finances there sud- 
denly appears to have developed something 
in the nature of a controversy as to whether 
the dollar, or the sterling, under the provi- 
sion just mentioned will have first place in 
German transactions. 

Another point, though perhaps largely of 
domestic interest, is that the Federal Ad- 
visory Council has established a new prece- 
dent by making public its views which here- 
tofore have been reserved for the Board 
itself. 


Personnel of the Council 


HE Federal Advisory Council is com- 

posed of the following bankers repre- 
senting the twelve Federal Reserve Districts : 
District No. 1 (Boston), Charles A. Morss; 
District No. 2 (New York), Paul M. War- 
burg; District No. 3 (Philadelphia), L. L. 
Rue, president of the Council; District No. 
4 (Cleveland), C. E. Sullivan; District No. 
5 (Richmond), John M. Miller, Jr.; Dis- 
trict No. 6 (Atlanta), Oscar Wells; District 
No. 7 (Chicago), John J. Mitchell; District 
No. 8 (St. Louis), Festus J. Wade; District 
No. 9 (Minneapolis), G. H. Prince; Dis- 
trict No. 10 (Kansas City), E. F. Swinney ; 
District No. 11 (Dallas), W. M. McGregor ; 
District No. 12 (San Francisco), D. W. 
Twohy. 

The function of the Council as its name in- 
dicates is advisory to the Board. This body 
meets four times a year. At the meeting 
last month the Council issued the following 
highly significant statement. As a reflection 
of the banking thought of the country it in- 
dicates a real purpose to forward the Dawes 
plan for the rehabilitation of Germany and 
the betterment of Europe. It reveals in un- 
equivocal terms an earnest desire to remove 
insofar as it is practicable the dangers at- 
tendant upon a constantly increasing gold 
supply. 


Advisory Council’s Statement 


és A’ the request of the Federal Reserve 
Board the Advisory Council has 


given-careful consideration to the report of 


the first committee of experts, the so-called 
Dawes report. 

“The Council wishes to record its admira- 
tion for the excellent work done by the com- 
mittee and to express the hope that with the 
least possible delay the committee’s recom- 
mendations will be carried into actual effect. 

“The Council furthermore indorses the 
wish recently expressed by President Cool- 
idge that American private capital and in- 
itiative give this plan its hearty support as a 
demonstration of the Nation’s desire to do its 
full share in the economic rehabilitation of 
the Old World. 

“The Council has given particular thought 
to the question of how far the Federal Re- 
serve System may aid the country in accom- 
plishing these aims. 

“It is obvious that the Federal Reserve 
System as such cannot by any action of its 
own cooperate in the flotation and distribu- 
tion of the new German loan, the absorption 
of which on a liberal scale by the United 


Plain Speaking 


ONSIDERED as a reflection 

of the banking thought of 
the country, the staiement issued 
by the Federal Advisory Council 
at the conclusion of the May 
meeting in Washington is a high- 
ly important document. Though 
it commits nobody to any propo- 
sition, it expresses an unmistak- 
able attitude regarding the Dawes 
plan, and the aid that may be ex- 
pected for it in this country if 
people overseas, weary with long 
waiting, will but accept this op- 
portunity to make a great for- 
ward stride in the work of re- 
habilitation. Though the Council 
admits no danger from the ac- 
cumulating gold pile, it voices the 
urgency of putting gold into the 
channels of trade. And while it 
is evident that there is an earnest 
desire to help, the statement 
points out in unequivocal lan- 
guage, that the proposed Ger- 
man Gold Bank should be a gold 
bank in fact as well as in name. 
The Council’s observations on 
the Dawes plan provoked a dis- 
cussion in Great Britain and Eu- 
rope on the relative merits of the 
pound sterling and the dollar. 
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States is one of the prerequisites of the 
Dawes plan. Nor should any such direct aid 
by the Federal Reserve System be necessary. 

“There should be no difficulty in placing 
this loan, provided it is properly secured and 
provided the investing public feels confident 
that the debtor, having accepted the burden 
in good faith, will be free to go about his 
work without hindrance as long as he makes 
the utmost effort of which he is capable. 


Maintenance of the Dollar’s 
Position 


66 HILE, therefore, the council has no 

suggestion to offer to the Federal 
Reserve Board concerning this phase of 
the problem, there are important services 
the Federal Reserve System could render 
with regard to the operations of the new 
note-issuing bank which Germany is to or- 
ganize under the provisions ot the Dawes 
plan. 

“The Council urges the Federal Reserve 
Board to examine very closely into the 
powers vested in this report in the Federal 
Reserve Banks and to study the question how 
far it may be desirable to amend existing 
rulings and regulations in order to approach 
the problem of Europe’s financial and eco- 
nomic reconstruction in the most helpful 
spirit, in the same manner as is being done 
by the Bank of England and other central 
note-issuing banks. 

“Unless America finds ways and means 
to permit her excessive banking strength to 
benefit other countries, particularly those 
striving to bring their house in order, the 
dollar cannot maintain its position as a world 
standard of exchange, and foreign countries 
—and even American banking and commerce 
—will once more, in a larger degree, become 
dependent upon and tributary to the pound 
sterling, to the greater exclusion of the 


dollar. 


Danger of Over-Saturation 


66], T is idle, however, to preach the use of 

the dollar, unless, at the same time, we 
render it possible for other countries to avail 
themselves of our dollar facilities. It is 
obvious that our credit power cannot con- 
tinue to grow indefinitely without the danger 
of over-saturation. If the stream of gold 
that floods our shores is not stemmed in time, 
it is to be feared that, ultimately, we will 
not be able to ward off its inflationary effects. 
And inflation would only aggravate the eco- 
nomic maladjustment already existing within 
our own boundaries; a maladjustment which 
not only disturbs and endangers our trade 
with other countries but which makes our 
agricultural situation particularly difficult 
and distressing. 


i 
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“But, irrespective of the danger of infla- 
tion, against which there still are at our dis- 
posal powerful cushions that could be ap- 
plied in order to counteract or soften its 
effect, the problem ought to be weighed 
from another and even more important angle. 

“It is the question of whether the world is 
more likely to regain the blessings of eco- 
nomic stability under the sway of several 
fluctuating standards of exchange, or by a 
general return, as speedy as circumstances 
may permit, to definite relations of ex- 
changes to gold as the ultimate measure and 
regulator. 


If Placed on a Sterling 
Exchange Basis 


66 HE Dawes report leads the world to 

the crossroads in this regard. It pro- 
vides for a German note-issuing bank on a 
gold basis, but leaves the door open to place 
it on a sterling basis, and it cannot be denied 
that there is no small probability of the lat- 
ter basis being chosen. In the opinion of 
the Council the sooner Germany can be 
placed on a gold or gold-exchange basis, the 
sooner can England, and other countries, 
also, return to an unrestricted gold standard; 
while if Germany were placed on a sterling 
basis, England in returning to an _ unre- 
stricted gold basis would have to pull not 
only her own weight but that of Germany 
also. 

“It is obvious, therefore, that, if the new 
German bank is placed on the sterling ex- 
change basis, the world must prepare itself 
to remain on a basis of exchange instability 
for a prolonged period, the end of which can- 
not be foreseen, while the adoption of the 
gold (that is, the dollar) basis would accel- 
erate the return to world-wide stability. 

“It is this momentous alternative that is 
involved in the organization of the new Ger- 
man note-issuing bank, and the Council 
deems it its duty to point to its importance 
with all the emphasis of which it is capable. 
It is not as an American problem that we 
are discussing this phase, but as one that 
touches the future of all the world. 


Purchase of German Bills 


66 pew Council has been pleased to learn 

that it has been ruled that Federal Re- 
serve Banks may consider as eligible for 
their open market purchases certain German 
dollar trade bills, payable in the United 
States, if indorsed by the recently estab- 
lished German gold rediscount bank, the so- 
called Schacht bank and by approved Ameri- 
can indorsers. 

“The Council sees in this decision a move 
in the right direction, helpful to all parties 
concerned, inasmuch as it transfers credit 
power from where it is idle and redundant 
to where an acute shortage of credit cripples 
the purchasing ability of a country which 
normally ranks second in line as a buyer of 
our goods. 

“The Council recommends that when the 
new German note-issuing bank, provided in 
the Dawes plan, is organized, the Federal 
Reserve Banks take the steps necessary in 
order to facilitate the rediscounting in this 
country of properly protected German gold 
bills, be it through the intermediary of 
American banking institutions or through so- 


Departments: 
Real Estate 


Member federal 
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EIGHTH AND LOCUST 


Banking Bond Corporation Real Estate Loan 
Public Relations 


Nine highly specialized, fully equipped, carefully managed 
departments insure a complete and comprehensive service. Our 
thorough knowledge of St. Louis conditions and surroundings, 
gained during twenty-five years of service, enables us to handle 
business of banks, trust companies and individuals in a most 
efficient and dependable manner. 
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Safe Deposit Savings Trust 


Ten Million Dollavs 
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called agency agreements, or such other ar- 
rangements as have been concluded by Fed- 
eral Reserve Banks with central banks of 
other countries. 


Stimulate Our Own 
Commerce 


66 EASURES of this character do not 

only tend to bring our gold hoard 
into active and healthy use, but by enabling 
and encouraging other countries to trade in 
terms of dollars we stimulate our own for- 
eign commerce. We facilitate, furthermore, 
the direct sale in dollars of our own prod- 
ucts, instead of making foreign countries and 


ourselves dependent in this respect upon 
Great Britain’s acting as broker and banker, 
as naturally she would where the pound 
sterling would govern as an exclusive basis 
of commerce and trade. 

“If there is any reason to assume that suc- 
cess of the Dawes plan may prove the turn- 
ing point in Europe’s long road of suffering 
and decline, it is a unique opportunity and 
duty for the United States to lend a helping 
hand to the utmost of its ability. 

“In the opinion of the Council, there does 
not seem to be any room for doubt with re- 
gard to the policy which in these circum- 
stances the Federal Reserve System should 
pursue.” 
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GENERAL MOTORS 
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Surplus Undivided Profits... . 3,749,000 
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DIRECTORS 
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ALBERT L. DEANE, Vice President 
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Pont de Nemours & Co.; and, Director 
General Motors Corporation, 

LAMMOT pu PONT, Vice President, E. 
I, du Pont de Nemours @& Co.; and, Di- 
rector General Motors Corporation, 

PIERRE S. pu PONT, Chairman, E. I. 
du Pont de Nemours & Co.; and, Gen- 
eral Motors Corporation, 

O. H. P. LA FARGE, General Motors 
Corporation, 

JOHN J. RASKOB, Chairman Finance 
Committee, General Motors Corporation; 
and, Director E. I, du Pont de Nemours 


The obligations of this institution 
are regarded as an appropriate and 
sound medium for short term in- 
vestment by a large banking clien- 
tele. They may be obtained in 
convenient denominations and 
suitable maturities, 


Address Finartcial Sales Depart- 


ment at any office. 


JOHN J. SCHUMANN, JR., 
Vice President 
DONALDM. SPAIDAL, Vice Presideat 


ALFRED'H. SWAYNE, Vice President 
and Director, General Motors Corpora- 
tion, 


Executive OFFICES 


224 West 57TH STREET, New York City 


OFFICERS 

ALFRED H. SWAYNE, Chairman 
CURTIS C. COOPER, President 
JOHN J. SCHUMANN, JR., 

Vice President 
ALBERT L. DEANE, Vice President 
DONALDM.SPAIDAL, Vice President 
JAMES H. McMAHON, Vice President 
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GEO. H. BARTHOLOMEW, 
Secretary 


LIVINGSTON L. SHORT, 
F. STANLEY PARSON, Auditor 
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German Views 


HE reference on the previous page 
by the Federal Advisory Council to the 
fact that the way has been left open to place 
the German note-issue bank on a sterling 
basis, and that if it were placed on that basis 
Great Britain (with the pound still depreci- 
ated about 10 per cent would have to pull 
not only her own weight but Germany’s also 
in getting back to a gold basis) stirred up a 
lot of discussion overseas. According to press 
reports some feeling was expressed over it in 
London, and Berlin plunged deeply and hotly 
into the discussion. A recent Associated 
Press dispatch from Berlin contains the fol- 
lowing: 
“‘*These dryly uttered words,’ says Ger- 
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mania, the official organ of the Clerical 
Party, ‘simply stress the transition of finan- 
cial power from one continent to another; 
in short, the abdication of Europe, which 
must be squarely faced.’ 

“The paper confesses that Europe no 
longer sets the financial pace for the world, 
and asserts that the Bank of England, once 
the incarnation of stability and the world’s 
money center, is no longer its former self. 

“*The Anglo-Saxons still hold the whip- 
hand,’ continues Germania, ‘but they are not 
European Anglo-Saxons; they are the sons 
of the former English colony, who now hold 
half the world’s minted gold.’ ” 

The dispatch referred to concludes: 


“Allowing for American pride in the dol- 


lar and American determination to maintain 
its world supremacy, the fact remains, says 
the Deutsche Allgemeine Zeitung, that the 
outstanding feature of this controversy and 
the official utterance of the Reserve Bank's 
council is that the American financial world 
is prepared to cooperate in the work oj re- 
constructing Europe and solving the German 
problem.” 

Let the discussion run where it will one 
fact remains unshaken: as long as the pound 
is below par and dollar is at par in gold a 
German bank on a sterling basis, strictly 
speaking, could not be a gold bank. 


A cable from Berlin to the New York: 
Evening World under date of May 23 states. 
that the Dawes bank and the new German. 
currency will be established on a strictly 
dollar basis. 


“T cannot understand the reason for con- 
troversy over this point,” the dispatch quotes. 
Dr. Hjalmar Schacht as saying. “The ex- 
perts’ report states specifically that German 
finances must be re-established on a gold 
basis. We, therefore, must choose the dollar 
or the Japanese yen or the Swedish crown, 
the only three gold currencies. This means 
unequivocally that our money will be estab- 
lished on a dollar basis.” 


Convention Calendar 


STATE 

DaTE ASSOCIATIONS PLACE. 
June 10-12 Washington ........ ‘Olympia. 
June 13-14 Oregon ............ Seaside: 
June 13-14 Utah Ogden. 
16-17 Bdaho Boise- 
June 16-18 Iowa............ Mason City 
June 17-20 Michigan Grand Haven 
June 17-18 South Dakota ........ Huron. 
June 18-20 Ohio .......... Cedar Point 
June 19-20 Illinois ............. Decatur 
June 20-21 Colorado ........... Boulder: 


June 20-21 Connecticut, 
Poland Springs, Me. 


June 20-21 Maine....Poland Springs, Me. 


June 20-21 Massachusetts, 

Poland Springs, Me. 
June 20-21 New England.So. Poland, Me. 
June 23-25 New York..Montreal, Canada 
June 24-25 South Carolina .... Charleston 


June 24-25 Wisconsin ........ Milwaukee 
June 26-27 North Dakota ........ Fargo 
July 16-17 West Virginia Bluefield 
July 17-19 Montana .......... Bozeman 
Sept. 4 Delaware ......... Rehoboth 
Sept. 11-12 Indiana ........ Indianapolis 
Sept. 12-13 New Mexico ... Albuquerque 
Sept. — Kentucky ......... Louisville 
Sept. — Wyoming .......... Riverton 
Oct. 22-23 Nebraska ........... Omaha 
Oct. 24-25 Arizona ............ Prescott 


OTHER ASSOCIATIONS 


June 10-13 National Association of Credit 


MEN Buffalo, N. Y. 
July 15-18 American Institute of Bank- 
Sept. 22-24 Investment Bankers Associa- 
Cleveland, Ohio: 
Sept. 29-Oct. 2 American: Bankers Associa- 
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Credit the Rail Problem 


(Continued from page 794) 


these improvements must continue and the 
railway returns must be such as to give 
the investors assurance of a continuation 
of this stability; otherwise the investing 
public will again lose interest in railway 
issues and will turn to the industrial field, 
or to even a greater extent, to the tax-free 
bond. 

During the period of thirty-six months 
from November 1, 1920, to October 31, 
1923, inclusive, the Interstate Commerce 
Commission has authorized the railways to 
issue $3,818,376,117 of securities, of which 
$713,109,725 was stock and $3,105,266,392 
was bonds, notes, and equipment trust and 
receivers certificates. The proportions of 
the total issued for refunding and conver- 
sion, etc., and for new money, respectively, 
cannot be exactly determined, but these 
figures convey some idea of the magnitude 
of the railways’ fiscal operations. In a 
number of cases, the maturing obligations 
bore a low rate of interest and, unfortu- 
nately, had to be refunded at rates which 
substantially increased fixed charges. While 
maturities for 1924 are relatively light, they 
will be exceedingly heavy during 1925, 
aggregating $271,118,278, and this is stated 
so as to emphasize that credit is highly 
essential, not only to attract money for 
improvements, additions and _ betterments, 
but for the equally essential and important 
features of financing maturities. 

It is important to emphasize the fact that, 
with only one or two exceptions, capital has 
been secured by the sale of bonds carry- 
ing a fixed charge, and not through stock— 
an unhealthy condition which it is highly 
essential should be remedied, but which can 
only come about through the stabilization 
of railway credit and a sound and con- 
tinuing legislative policy. 

Everyone has felt the increasing weight 
of the taxation burden, and this too is most 
significant as a feature of railway opera- 
tion. Dividends paid by Class I railways 
for the fiscal year ended June 30, 1914, 
aggregated $376,098,785, and the taxes paid 
by the corporations aggregated $135,572,579, 
the dividends paid during that fiscal year 
being 2.77 times as much as the taxes. In 
1923 the dividends amounted to $283,000,000, 
while the taxes upon the same properties 
were $332,057,588, the dividends for the 
year amounting to only 85.2 per cent of the 
amount of taxes. It is also interesting to 
note that the 1923 taxes were $1,412 per 
mile operated, from which it will be seen 
that before any return can be received by 
either the bond or stock holder, Uncle Sam 
in person, or through his constituent Gov- 
ernmental agencies, has a prior lien capi- 
talized at 5 per cent on $28,240 per mile of 
road operated. 


Ownership of Stock 


HERE has never been a time when the 

public generally has been so widely in- 
terested in railroad stock. According to 
the Interstate Commerce Commission statis- 
tics, there are 777,132 stock holders in 
Class I railroads, who own an aggregate of 
$7,242,191,000 of stock, or an average in- 
dividual holding of 93.2 shares. This wide- 
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Paints — Varnishes 


ICHIGAN isthe home of numerous Paint. and Varnish 


factories. 


Their trade-marks may be seen on the shelves 


of stores in every hamlet. The qualities of the products are 


known gationally. 


Last year some $27,507,292. worth of Paints and Varnishes 
were made and distributed throughout the United States. 


The Paint and Varnish Industry of Michigan is but 
another of many business reasons why your bank should have 
the best connection obtainable through which it may serve 
your customers efficiently throughout the Great Lakes Region. 


FIRST NATIONAL BANK 


DETROIT 


MICHIGAN 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


spread holding is more emphatic in the 
case of the railroad with which I am con- 
nected, and which has 51,016 stock holders, 
approximately 4500 more than the aver- 
age number of officers and employees. 
Forty-three per cent are women, and the 
average ownership of all stock holders is 
sixty-three shares. Not 2 per cent of the 
outstanding stock is owned by any individ- 
ual, corporation or partnership. None of 
these figures take into account the very 
large ownerships by life insurance com- 
panies and savings banks which bring into 
the equation 17,663,000 life insurance poli- 
cies, 54,096,000 industrial insurance policies, 
and 21,414,085 savings bank depositors, all 
of whom are financially interested in the 
successful operation of the railroads. 

It seems to me that these figures success- 


fully combat the opinion still held by many 
that the railroads are principally owned by 
rich people. It is doubtful if there is any 
business in which the small investor is as. 
generally interested. Certainly no one could 
claim that the return earned by these owners 
is excessive, and the action of the United 
States Supreme Court in sustaining the re- 
capture clause of the Transportation Act 
has given assurance that no carrier, tinder 
the most fortunate circumstances, can have 
an excessive earning. It is not unnaturak 
that there should be an element of dissatis- 
faction with increases in charges, but there 
was just as much dissatisfaction in pre- 
war days when a rate level was in effect 
which now seems to have been ideal. The 
facts are, however, that railroad rates have 
not been advanced out of proportion with 
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IT’S UNDER the 
auctioneer’s hammer 
that the real value of 
BEST TRACTORS 


is positively proved. 
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General Offices--Factory 
San Leandro, California 


Factory Branch--Warehouse 
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Sales Offices 


San Francisco 
127 Montgomery Street 


the cost of living, or with the prices which 
the railroads pay for their supplies, and 
certainly not in contrast with the cost of 
wages and salaries which constitute 80 per 
cent of the aggregate expense account. 


Freight Rates Have Lagged 


HE average freight rate of the western 

railroads for 1923 was 38.9 per cent, 
and the passenger rate 42.8 per cent, higher 
than in 1913. On the Union Pacific System 
freight rates have increased in the last ten 
years an average of 32.3 per cent, and 
passenger fares an average of 35.3 per cent. 
These averages are arrived at by comparing 
the revenues of 1913 and 1923 for hauling 
respectively one ton of freight one mile 


New York City 
30 Church Street 


and one passenger one mile. They are 
averages, and cover all sorts of freight 
shipments and passenger trips of various 
distances. 

These average individual increases of 
38.9 per cent and 42.8 per cent on western 
lines are interesting when it is realized that 
the cost of railroad supplies and materials, 
wages and taxes, has advanced on the aver- 
age about 100 per cent. 

It should be especially significant to 
western people when it is realized that the 
average earnings for eastern roads figured 
on the same basis, carried an increase of 
73.6 per cent on freight and 58.5 per cent on 
passenger, as compared with increases on 
the western railroads of 38.9 per cent and 
42.8 per cent respectively. 


The railroads of the United States have 
the lowest. rates and capitalization while 
paying the highest wages of any country in 
the world. So long as the railroads’ cost of 
doing business remains at the present hich 
level, a general reduction of freight and 
passenger rates cannot safely be made. 

I do not want to be understood as con- 
tending that railroad wages are too hich. 
Every comparison which has been made 
with those paid in neighboring industries 
and for comparable work has indicated that 
they are not out of line, and I cannot fore- 
see the early probability of any adjustment 
downward; in fact, the curve has been 
slightly upward for the past year, and it is 
significant that these increased wages have 
been absorbed by the railways in the face 
of a rate basis the tendency of which has 
been downward for nearly three years. 


Stable Government Attitude 


HE great need of the railways, if they 

are to realize reasonable expectations, is 
stability in the Governmental attitude. For 
years the railroads were cudgelled because 
they were not frank with the public, because 
they did not explain their problems and 
there was some justification for this criti- 
cism, but for some time now the railroads 
have been carrying the facts of their busi- 
ness to the public through the press. It is, 
of course, not fair to ask a newspaper 
which is after all a business institution, to 
disseminate this information without charge, 
and so there have been paid advertisements. 
Now we are confronted with rabid criti- 
cism, and the railroads are charged with 
carrying on propaganda. For over a genera- 
tion the public attitude was antagonistic to 
railroad consolidations, and so far has this 
attitude been expressed in law that a con- 
solidation of two lines having any com- 
petitive features, however remote, has been 
rendered practically impossible. There is 
an entirely changed attitude in this respect 
—the railroads are not only being urged to 
consolidate, but there is in the background 
a seeming determination to attempt to en- 
force consolidations. 

A natural fear in such circumstances, 
born of experience, is that the pendulum, 
having started to swing in the other direc- 
tion, will swing too far. 


The Baker Gift 


PERMANENT endowment of $5,- 

000,000 has been given to the Harvard 
Graduate School of Business by George F. 
Baker, chairman of the Board of the First 
National Bank of New York. The funds 
will be employed by the school which 
teaches by the “case method” to construct 
about thirteen new buildings and to pro- 
vide other facilities for the instruction of 
the university graduates, who enroll in the 
business school. A library of business 
books containing more than 150,000 volumes 
is to be part of the new school. 

“As whatever distinction I may have at- 
tained in life has been principally from 
business experience, it would be a satisfac- 
tion and pleasure to me to help by con- 
tributing the five million dollars necessary 
to accomplish this—to make the school of 
the very first importance in the country,” 
Mr. Baker wrote in the letter, which con- 
tained the notice of his gift. 
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British Foreign Invest- 
ments 


RITISH. investors may in the future 
regard any appeal for funds for in- 
vestment abroad from a critical stand- 
point, for according to information fur- 
nished by the British Council of Foreign 
Bondholders there is abundant statistical evi- 
dence that caution is commendable. A large 
amount of interest on foreign investment is 
in arrears and besides that there has been 
depreciation in investments in countries 
which have met all obligations, these losses 
being due to the depreciation of currencies. 
The Statist of London gives the following 
table of amounts due to British investors in 
foreign countries : 


Approximate 
Principal 
Outstanding 


nterest 
Arrears 


£ £ 
1,746,274,182 495,846,497 
2,344,749 1,309,504 
5,398,570 23,716,205 


635,050 
3,925,000 2,264,250 


Russia 
Ecuador 
Honduras 


Provincial and Municipal 
Loans :— 
Argentina :— 
Province ot Corrientes. . 
Brazil:— 
State of Alagoas 
State of Para 
City of Bahia 
City of Para (Belem). 
City of Manaos 
Mexico:— 
State of San Luis Potosi 
United States (Southern 
States) 


297,520 


258,420 
2,869,500 
592,800 
1,936,000 
269,800 103,873 


187,300 112,380 


12,000,000 *36,000,000 
2,418,800 9,904,986 


1,779,407,691 570,321,739 


*No data are available for an accurate computa- 
tion of these arrears of interest, but the amount 
stated is arrived at by reckoning an average in- 
terest of 6 per cent for 50 years. 


89,256 


25,280 
366,702 
167,784 
348,342 


Chinese Loans in Default 


é6¢],N addition, Guatemala, although she has 

resumed payment of current obliga- 
tions, has not yet settled arrears of interest,” 
the report continues. “Two Chinese loans 
remain in default, and the City of Lima is 
behind in her payments. The position of 
Turkish bondholders has been made more 
difficult by the substitution of the Treaty of 
Lausanne for that of Sévres. Meanwhile, 
the Turkish authorities have seized the 
Galata Bridge tolls, which are pledged to the 
City of Constantinople Loan. 

This list, particularly in view of the huge 
dimensions of the Russian debt, affords 
ample justification for the Bankers’ Memo- 
randum as to the conditions which would re- 
quire to be satisfied before Russian credit in 
Great Britain can be restored. These con- 
ditions are (1) the recognition of public and 
private debts; (2) an equitable arrangement 
for the restitution of private property to 
foreigners; (3) the effective operation of a 
proper civil code, the creation of independent 
Courts of Law, and the establishment of the 
sanctity of private contract; (4) a guaranty 
that in future private property shall in all 
circumstances be free from the danger of 
confiscation by the State; (5) that there 
shall be no Government interference with 
dealings between bankers, industrialists, and 
traders in this country and private institu- 
tions or individuals in Russia; and (6) the 
cessation of propaganda against the institu- 
tions of other countries, and particularly 
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WHEN you come to the conven- 
tion in September, stay at THE 
DRAKE. Quietude amid refined 


book on 
THE DRAKE asthe 


ideal convention 
hotel, sent at your 


request. Mention 
Edition “ E.” 


surroundings constantly prevails. 
Although THE DRAKE commands 
an imposing position on the shores 
of Lake Michigan, yet guests are 
only a few minutes away from the 


Convention Hall. 


We suggest you make your reservations early to secure choice ot rooms. 


THE DRAKE is under THE BLACKSTONE management, the world’s 


standard of hotel service. 


against those from whom financial assistance 
is requested. 


Fear Russian Promises 


66 HE danger of placing any reliance on 

the promises of the present Soviet Gov- 
ernment, unless accompanied by stringent 
guaranties, is further emphasized by the 
following extract from a recent speech of 
Trotsky : 

“ ‘But while the British proletariat tamely 
tolerate the financiers, we shall take their 
loans. MacDonald should have crushed 
Great Britain’s most august idle rich and her 
lords, and so have made the toilers’ hearts 
beat merrily ; but MacDonald failed, and the 
bourgeoisie, from whom he received office, 
will deprive him of it. We are still unable 


openly to wage armed battle because the 
bourgeoisie can still inflict very heavy blows. 
But we have consolidated the revolution and 
we must develop and harden our army. We 
solemnly undertook in 1917 not to pay the 
Tsarist debts, and this promise we shall hon- 
estly fulfill, The world revolution has mis- 
carried, but we must maintain our hard-won 
positions and wait until the Communists 
have been sufficiently tempered to strike. 
War has not been abolished. Roumania has 
an army, and so have we. They will fulfill 
their destiny. We do not intend to attack, 
but we are on the alert. Behind Roumania 
stand France and Poland.’ 

“This pronouncement will be read in vain 
for any pacific assurance, for any promise of 
fair dealing as between Great Britain and 
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York’s New Hotel 


York, Pa., Met 
Its Hotel Need 


A few months ago this magnificent new hotel, in York, Pa., was but 


a dream in the mind of ONE MAN 


That man believed in his town and its future. 


The Hockenbury 


organization, through a comprehensive survey, was able to substantiate 


that belief. 


As a result, in a one-week’s sales program $1,111,400 in securities 
were sold to meet an objective of $1,000,000. 


Are YOU the man in YOUR town that believes it needs a new and 
modern hotel? Every one of the sixty hotels financed by this corpora- 
tion was at one time but a vision of some one man; a civic leader; 


a banker! 


Are YOU that man in YOUR town? 


If you are, ask us to place 


your name on our list ‘‘B-6’’ so that you may receive each month 
a copy of THE HOTEL FINANCIALIST, a journal devoted to com- 


munity-financed hotels, 


Tt tells how other cities have met THEIR hotel problems, 


gratis to bankers. 


It’s sent 


System Incorporated 


Penn-Harris Trust Bldg., Harrisburg,Penna. 
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Russia, and for any indication that credits 
obtained from the former will be utilized 
for reproductive industrial purposes. It 
shows clearly that the proselyte ardour of 
the Communists is burning as fiercely as 
ever and that the economic misfortunes of 
their country have done nothing to alter their 
strangely distorted perspective.” 


Roumania Exposed to Russia 


66 OT alone to Russia, but to other 

European countries as well, is it 
necessary to issue a warning that British 
capital will not in future be lightly lent for 
the development of their resources. The 
Opposition in Roumania has thought fit to 
give an admonition to British, American and 
French capitalists not to do business with the 
the Government party, warning them that 
foreign capital so employed is likely to be 
lost. There may be little justification for 


iz 


this alarmist statement, but it should not be 
forgotten that British investors are already 
heavily interested in Roumania. Exposed as 
that country is to attack from an unfriendly 
neighbor like Russia, it would be a matter of 
surprise if the risk of weakening Roumanian 
credit, as a result of internal measures, was 
incurred. Then, as regards Czechoslovakia, 
one of the objects of recent legislation has 
been the compulsory purchase of landed 
estates with a view to their settlement by 
the peasants. Many of these estates are 
owned by foreigners—very large and valu- 
able estates being owned by British nation- 
als. The terms on which the state has of- 
fered to purchase have, it is stated, proved 
sO onerous as to amount virtually to con- 
fiscation, such enormous sums being claimed 
in respect of the capital tax and the tax on 
appreciation in values as to absorb the whole 
of the purchase money.” 
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The Swiss Experience 


66 T is, therefore, to be expected that 

British investors will in future regard 
any appeal for funds for investment pur- 
poses abroad from a critical standpoint. 
Even in countries which have met their obli- 
gations, pre-war investments have shrunk 
seriously owing to the depreciation of cur- 
rencies. Switzerland’s experience in this re- 
spect is worthy of mention. The total 
amount of Swiss investments abroad before 
the war was estimated at approximately 8 
milliard Swiss francs, of which 5 milliards 
were placed in foreign government securi- 
ties, the remaining 3 milliards being sunk in 
industrial and commercial undertakings. Re- 
cent estimates place the loss sustained by 
Swiss investors at over 5 milliard francs. 
A capital of 4 milliards invested in such 
countries as Germany, Austria, Hungary 
and Russia has entirely disappeared. A fur- 
ther sum of over a milliard has been wiped 
out by the depreciation of the French, Italian 
and other rates of exchange.” 


Free Services 


methods for securing new 
business have been injected, to give 
numerous “free” services, which often 
spell departure from sound traditions and 
the best practice. 

I know of a bank that maintains a public 
service department for the collection of 
subscriptions for charitable purposes and 
for the payment of customers’ bills for 
household expense; of a trust company, 
which, whenever a baby is born to one of 
its depositors, opens an account in its name 
and deposits a dollar to its credit; of an- 
other, which, free of charge, obtains for 
customers passage for Europe, hotel reser- 
vations, theatre, and ball game tickets, etc.; 
of another, which maintains an informa- 
tion bureau and supplies, free of charge, 
complete credit information on individuals, 
firms and corporations in any part of the 
world; of a savings bank, that maintains a 
community hall and a community real 
estate exchange. 

There can be no such thing as “free” 
service, for the operating cost must be met 
by someone, if not compensated for by him 
to whom it is renderd. 

—Mortimer L. Schiff. 


National Bank for the 
Virgin Islands 


_— Senate has passed a bill extending 
the National Bank Act to the Virgin 
Islands, and late in May it was expected 
that favorable action would be taken by the 
House of Representatives. There is at 
present only one commercial bank in the 
islands. It was organized under the laws 
of Denmark, but the owners want to dis- 
solve and reorganize so that the bank may 
come in under the National Bank Act, now 
that the islands have been sold by Denmark 
to the United States. 

The bill provided that insofar as the law 
requires directors of national banks shall 
be citizens of the United States, the law is 
modified so that the inhabitants of the 
Virgin Islands can qualify as directors. 
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Trust Business in 


Arkansas 
By ROBERT NEILL 


Trust Officer, Arkansas National Bank, 
Hot Springs, Ark. 


i» handling a certain estate it became neces- 
sary for our trust officer and the estate’s 
attorney to go to the country one hot July day 
to hold an auction sale of the personal effects 
of a decedent. The whole country-side was 
there and we had employed a professional 
auctioneer to hold the sale. The impression 
made on me by seeing the lifetime accumula- 
tion of a rather outstanding farmer in his 
community sold out piecemeal—leaving the 
widow with insufficient stock or tools to op- 
erate the farming lands allotted her as 
dower, not to mention the passing from her 
control of numerous household articles in 
daily use by her in a lifetime of toil as a 
farmer’s wife, not even the farm bell which 
she had rung to bring the farm hands in to 
meals being left on its tripod by the kitchen 
porch—was that it is nothing short of a 
crime for a man to fail to make a will and 
provide for the division of the stock of this 
world’s goods he must necessarily leave be- 
hind. 

It seems, therefore, that in conducting 
trust departments we are emoarked in a 
class of business that is just as essential and 
necessary as life insurance, The money 
spent in advertising this branch is a form 
of philanthropy, even though we do not ex- 
pect to do the work except for our legal 
fees. 

The only special advertising we use is a 
series of booklets describing our bank, its 
history, its personnel, its conservatism and 
safety, and its equipment to render good ser- 
vice in handling trust business. More space 
and emphasis is given the educational : fea- 
ture, that all people should make wills and 
provide an executor, preferably a corporate 
one, and more preferably, ourselves. The 
inquiries resulting from the mailing of the 
first three of a series of twelve booklets, 
which goes to a picked list of 300 names, 
have been numerous. 

We try to cooperate with the legal fra- 
ternity by advising consultation with one’s 
own attorney, and we intend, where consis- 
tent, to employ that attorney in any legal 
matters connected with handling the estate 
that may be turned to us through his in- 
fluence. 

On receiving appointment as administrator 
or executor, after qualifying and filing the 
usual inventory and appraisal, one of the first 
duties, if the estate be in excess of $50,000 
net value, is to make up the Federal estate 
tax return, so we have adopted that form as 
our model in analyzing and classifying the 
holdings of our trusts. 

While it is desirable from every standpoint 
to hold estate taxes down to a minimum, it 
is very important to give due consideration 
to all values set up in these returns if it be 
anticipated that any assets of the estate may 
be thereafter sold, for it has come to our 
attention that one set of bexeficiaries has 
taken a substantial loss on account of their 
Federal return showing an extremely low 
valuation on a business building which was 
destroyed by fire within a year. Their 
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most important factors in our foreign trade, 
and the volume of American travel there is great- 
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ments of buyers and sellers in foreign markets. 
These branches are complete banking units, ren- 


dering the type of service to which Americans are 
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trustee having adequately insured it, it now 
develops that they will have to pay an in- 
come tax on a substantial profit in the loss 
of the building, all because of the low valua- 
tion they “got by” with in their Federal re- 
turn. The rate in the estate tax was less 
than half that which they will have to pay 
on the profit shown in the transaction. The 
old principle of “save at the spigot and lose 
at the bung” is applicable in this case. 
Peculiarities in the law are brought to 
light in trust department experience. In one 
of our trusts the entire corpus of the estate 
is left in trust until the death of the four 
beneficiaries now living, no one of whom is 
over thirty years of age, so the expectancy 
of this trusteeship is about fifty years. The 
Arkansas law is an Inheritance Tax, payable 
by the beneficiary. In this case the will pro- 
vided that the sum of $50 per month be paid 
to each of the beneficiaries out of the income 


HAVRE 


PARIS BRUSSELS 
ANTWERP 


during their lives and at their death the 
corpus was to vest in their offspring or 
heirs-at-law. The question was raised that 
no part of the estate belonged to these bene- 
ficiaries at the date of the demise of the 
testator, but only this monthly payment from 
the income thereafter arising from the ju- 
dicious investment of the principal, hence it 
was contended that there was no tax to pay, 
and if so the state could only tax the income 
as it accrued to the beneficiaries at the rate 
of $50 per month. It appeared to me that this 
claim was tenable, but the attorneys for the 
bank and the estate made a good compromise 
with the state inheritance tax attorney, and 
this question was not taken to the Supreme 
Court; another old aphorism exemplified— 
“A good compromise beats a law suit.” 

In selecting appraisers to set the values on 
the property of an estate we may not just 
step out and get three well posted men to 
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Granite 


Beneficial Saving Fund Society 
Philadelphia, Pa. 


Horace Trumbauer, Architect 


a booklet. Added to your its dt 
ability, it may convince you of w’ 


serve, for the law specifies that the appraisal 
shall be made by “three householders” resi- 
dent of the county. This bars gay bachelors 
from serving as appraisers, and some courts 
hold that it limits the field to married men 
who own their own dwellings. 

All banks in Arkansas have to exercise 
discretion in filing claims against the estates 
of decedents, as the law provides that the 
affidavit to the claim must be executed by 
the cashier, and a claim verified by any other 
officer is in danger of being disallowed by 
the court. 


Russia Proposes 


HE suggestion which Russia recently 

made regarding the settlement of pre- 
war debts to Great Britain gives no good 
reason for optimism. 

It is in effect that the debt contracted in 
a certain period might be paid if there 
could be floated in England a loan! Per- 
haps this is not exactly a proposal for pay- 
ment by sleight-of-hand, but when it is re- 
called that Russia is opposed to capitalism 
and that any concessions she makes to the 
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capitalistic system are avowedly regarded 
as being but temporary, to be cast off as 
quickly as possible, moral obligation—the 
one thing necessary to give an excuse for 
serious consideration of the proposal—is 
lacking ! 


The Price of Bread 


F the prices for wheat and flour are lower 

now than they were a few years ago, why 
does not the price of bread drop? 

In an endeavor to get an answer to this 
pertinent question, the United States De- 
partment of Agriculture recently made an 
analysis of the price of bread in seven cities, 
and the Department found that a dime paid 
for a loaf of bread was distributed as fol- 
lows: 

The Wheat Grower 
For raising the wheat that 
made the 
The Railroads 
For transporting the 
to the flour mill 

For transporting flour 

from the mill to the bakery.. 1/6c. 


The Miller 
For ene the wheat 


flou 
The pal Baker 
For turning the flour into 
bread (includes furnishing 
the other ingredients) 
The Local Retailer 
For retailing the loaf to the 
consumer 


into 


544-6c, 


10c. 


“One interesting result which the study 
indicates,” says the Government report, “is 
the extent to which the value of the flour 
in the producer’s wheat is entirely submerged 
in the service cost of getting it to the ulti- 
mate consumer.” 

But the Public Relations Committee of 
the Eastern Railroads takes exception to that 
statement and points to the Government's 
own finding to substantiate its claim that 
the railroads are not to blame for the high 
cost of bread: 

“The table shows, however, that the sub- 
merging of ‘the value of the flour in the 
producer’s wheat’ is not due to railroad 
rates. For transporting the wheat hundreds 
of miles to the flour mill, and for transport- 
ing the flour hundreds of miles to the bak- 
ery, the railroads receive only about one- 
twelfth as much as the local baker, and only 
about one-third as much as the local re- 
tailer. 

“And from the consumer’s standpoint, the 
combined costs of the local baker and the 
local retailer are fifteen times more impor- 
tant than the costs of railroad transportation. 

“If the railroads transported wheat and 
flour for nothing, the saving on the price of a 
ten cent loaf of bread would be only one- 
half of a cent. Inasmuch as reduction in 
costs that do not aggregate a cent would 
never reach the consumer, it might be said 
that bread would not be any cheaper if the © 
railroads got nothing at all for transporta- 
tion. 

“The great cost-burdens falling on the 
consumer are of local origin—high local 
taxes, high rents. high wages,: low volume 
of business per retailer, and costly trucking 
within the city itself. 

“The railroads are acting as step-down 
transformers, translating 100 per cent in- 
creases in most of the costs of producing 
transportation into only about a 50 per cent 
increase in the cost of transportation to the 
public.” 
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Sale of U. S. Securities 
(Continued from page 780) 


cent basis; the state of New York had sold 
$45,000,000 in soldier bonus bonds at an in- 
terest cost of 4.09 per cent, while the city 
of Boston had disposed of $2,000,000 in notes 
at par, plus $24.75 premium, bearing interest 
at 3.85 per cent on interest-to-follow basis. 

“The Secretary of the Treasury and the 
Undersecretary claim that the rates of in- 
terest paid on Government securities is based 
upon the market situation; that is, upon the 
price at which Government securities of 
same maturities already issued are sold in 
the open market,” Senator Shipstead con- 
tinued. “They cite some market quotations 
to substantiate this statement. 

“On the issue of tax certificates, six 
months, of March 15, 1924, the Government 
paid 414 per cent interest, while the market 
quotations on Government securities due in 
six months was 4.05 on March 8, the date 
of the offering. 

“Issue of May 15, 1923, the Government 
paid 434 per cent interest on Treasury notes 
due March 15, 1927, while the market quota- 
tions for Government securities due Septem- 
ber, 1926, was 4.63, and due December, 1927, 
4.59. 

“On the issue of June 11, 1923, six months, 
the Government paid 4 per cent, while the 
market quotations for that day on securi- 
ties of the Government due in six months 
was 3.93. 

“On the issue of Sept. 15, 1923, for six 
months, the Government paid 4% per cent 
interest, while the market quotations on Sept. 
10, 1923, the day they were ordered issued, 
on securities due March, 1924, was 4.01. 

“From the foregoing it will appear that 
on these wholesale issues the Government 
paid a higher rate than was paid on the re- 
tail issues sold in the open market, and in 
one instance twenty-four one-hundredths of 
1 per cent higher.” 


Would Ask for Bids 


wy is very interesting to note how Sec- 
retary Mellon and the Undersecretary 
of the Treasury explain the method by which 
the Treasury Department determines the 
rate of United States securities, ranging in 


issues from $200,000,000 to $700,000,000. 
Both claim that the best way to determine 
this is to base it upon the current rate of 
similar issues outstanding, and they justify 
the rate paid on these large issues upon the 
rate at which comparatively small amounts 
of such securities are sold on the stock mar- 
ket from day to day. These sales seem to 
run at a million or two a day, which is a 
very small amount when we consider that 
there are about $22,000,000,000 of Govern- 
ment securities outstanding, and is a small 
amount of sales upon which to base the rate 
on an issue of from $200,000,000 to $700,000,- 
000. The Treasury does not offer these 
bonds at competitive bidding ; all that is done, 
as shown by the report of the Secretary of 
the Treasury for 1923, is to send a circular to 
the Federal Reserve banks asking for sub- 
scriptions to the intended issue at par, and 
these letters are sent out only a few days 
—from four to eight days—before the date 
of issue. No competitive bids are asked for. 
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OR three generations the National Shawmut Bank 

has been a constructive force in the financial, com- 
mercial and industrial growth of New England. It is 
also one of the largest financial institutions in the East. 
Connections with institutions of the highest standing 
in all large cities of this country and abroad. 


THE NATIONAL 


SHAWMUT BANK 


40 Water Street, Boston 


BANCO DE PONCE 


PONCE, PORTO RICO 
Capital and Surplus: $885,000.00 


The greatest interest of Porto Rico lies in a bet- 
ter understanding with American Business forces 
and to this end we are ready to serve the 
American Banker, placing at his disposal our 
intimate knowledge of conditions in this Island. 


Rates are already fixed by the department. 
To use a crude illustration: The Govern- 
ment wants to buy a lot of money and to 
pay for the same in Government securities, 
and the rate of interest paid represents the 
price. When the Government wants to buy 
from $200,000,000 to $700,000,000 at one 
time, it is buying in wholesale lots; the 
small amounts of securities changing hands 
in the open market are simply retail sales. 
Now the Government, under the administra- 
tion of Secretary Mellon, buys money in 
wholesale quantities, but is paying retail 
prices and sometimes a higher price there- 
for. What I claim is this—that when the 
Government or any state or municipality of- 
fers a large issue of securities at one time, 
this is more attractive to investors than a 
small issue, and the money can be secured 
at lower.rates. The practice is generally fol- 
lowed by states and municipalities to ad- 
vertise their bonds or securities and sell them 
to competitive bidders. 


“I will say that the British treasury issues 
three-month treasury bills and the rate of 
interest is determined by bids. Last summer 
they sold their short-time treasury bills to 
yield 3.16 and as low as 2.78, while the 
United States Treasury paid from 4 to 4% 
per cent. 

“Would it not be a much better plan, in 
selling these certificates, for the Treasury 
Department to advertise the sale thereof to 
competitive bidders? The issues may be too 
large to sell in one block, and it would not 
be advisable to offer them in one block, as 
many of the purchasers who could take 
advantage of these special phases would 
no doubt make a much better bid than the 
regular market prices for a suitable block for 
their tax reserve, and banks would no doubt 
cut their profits between the rate on the 
bonds subscribed for and the interest they 
pay on the daily balances rather than take 
chances on losing out entirely on this snap 
arrangement.” 
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The Sixth Avenue School Bankers of Los Angeles who earned and saved $20,056 by school savings in one year 


School Savings in Los Angeles 


By AVERY J. GRAY 


Supervisor Los Angeles Banks School Savings Association 


FTER the Los Angeles Banks School 
Association demonstrated to 

the school authorities that school sav- 
ings was practical in application, it was made 
part of the elementary curriculum. As 
taught in the elementary schools, withdraw- 
als are discouraged and are noticed by their 
almost total absence. Thrift was made 
one of the seven attitudes desirable for good 
citizenship, and on the report card all pupils 
are properly accredited for their consistency 
in Thrift. 

The accompanying photograph shows 950 
pupils of the Sixth Avenue School, Los An- 
geles, Cal., who earned and saved over $20,- 
000 in one school year by means of the 
school savings plan. 

The absence of all detail work makes the 
Los Angeles Plan of School Savings popu- 
lar with the teachers. More effective con- 


Will Help 


RESIDENT 

COOLIDGE has 
appointed a commit- 
tee of six to advise 
him on the problem 
of the American 
merchant’ marine. 
He desires to know 
how the American 
rail and water car- 
riers can be coordi- 
nated so as to pro- 
vide larger cargoes 
for the Shipping 
Board and privately 
owned American 
steamers in the for- 
eign _ trade. Mr. 
Coolidge also wants 
to learn the views of 
practical men and re- 
sponsible Govern- 
ment officials as to 
the needs of the 
country the 
standpoint of nation- 


structive work with the pupil is accom- 
plished, because instead of being a collector 
of funds, the teacher uses her time to im- 
press all with the fundamentals, namely 
Earn, Spend, Save, Invest and Conserve. 

The Los Angeles Banks School Savings 
Association was organized in May, 1922, 
and had eleven charter members with eighty- 
eight branches. Eighteen months later the 
organization totaled thirty-two parent banks 
with 127 branches. 

After intensive investigation into various 
school savings plans operative in other parts 
of the country, a report and recommendation 
was completed, embodying four general prin- 
ciples that were incorporated in the by-laws 
as follows: 

First—That all banks in the city should 
be permitted to participate in the “plan.” 
(Open door policy.) 


Second—That the teachers and principals 
should be relieved of all detail work in re- 
ceiving deposits, keeping records, etc. 

Third—That the school children individ- 
ually should be given entire freedom of 
action in choosing a bank for depository. 

Fourth—That to increase the educational 
value of the “plan,” the actual depositing 
of money by the children should be carried 
on directly with the banks in the regulation 
manner, using the regulation pass book as 
opposed to the use of school savings stamps, 
cards and such devices for recording savings. 

A minimum of $1 earned and saved is 
required of pupils to open a school savings 
bank account, and the average of $10.77 
per account attained by this district on call 
as of Feb. 20, 1924, speaks for itself. 


President to Solve Shipping Problem 


The committee, photographed in front of the White House, left to right: Leigh 
C. Palmer, T. V. O’Connor, Herbert Hoover, Alfred Gilbert Smith, Henry C. Hall 


and Daniel Willard 


al defense and com- 
merce. 

The committee, 
headed by Secretary 
of Commerce Hoo- 
ver, includes Chair- 
man O’Connor of the 
Shipping Board; 
Leigh C. Palmer, 
president, Emergency 
Fleet Corporation; 
Henry C. Hall, 
chairman, Interstate 
Commerce Commis- 
sion; Daniel Willard, 
president, Baltimore 
& Ohio Railroad, and 
Alfred Gilbert 
Smith, president 
American Steamship 
Owners Association. 

The commission 
has held several 
meetings, but has not 
presented its report. 


Harris & Ewing 
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This Method of Writing Transit Letters Means 


—Quicker Work! 


—Absolute Accuracy ! 
—Positive Identification ! 
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Billings, Montana. APR_18 19% 
To NATIONAL BANK OF THE REPUBLIC, 
CHICAGO, ILLINO:s 


We Enclose Herewith for Credit Cash Items As Listed Relow. 


payable in MONT. 


a 


WH 
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Why This Numerical 
Transit System Is Better 


The Security Trust & Savings Bank has found— 
as have thousands of others—that the numerical 
transit system greatly speeds up the writing of re- 
mittance letters. 

Each check is positively identified, both as to its 
endorser and the bank on which it is drawn, by 
brief numerical designations. This eliminates 
lengthy typewritten descriptions of items and 
greatly facilitates the handling of the work. 

If you have not investigated the time- and labor- 
saving possibilities of this system and the Bur- 
roughs Transit Machine, do so at once. Your 
Burroughs representative will be glad to demon- 
strate the system to you and show you how thou- 
sands of banks, large and small, are saving time 
and money on their transit work. 


HINK what a saving in time and labor you could 
make in your bank if you could write your transit 
letters as easily as the one on this page is written. 


The letter is neat; it is accurate. Each item on the 
letter is positively identified. 


And here’s what Mr. W. B. Vaughan, Cashier of 
the Security Trust & Savings Bank of Billings, Mon- 
tana, says about his system: 


“In addition to the neatness of the work the Bur- 
roughs Transit Machine does, and the time and labor 
it saves, there is a uniformity and expeditiousness in 
the handling of the work of our Remittance Depart- 
ment. 


“We wish to say that the Transit System is giving 
us entire satisfaction; and the old idea, that the 
numerical record would be inadequate, has been en- 
tirely dispelled from our minds, as the code gives 
ample data for determining at a glance the name of our 
endorser on any check we have occasion to investigate. 


“We assure you that this testimony is full-hearted 
and we would cheerfully reply to any inquiries to us 
regarding the operation of this system.” 


The Security Trust & Savings Bank is just one of 
thousands of banks, large and small, that are using 
Burroughs Transit Machines to save time and insure 
accuracy in their remittance work. 


Ask your Burroughs representative to demonstrate 
the Burroughs Transit Machine on your work. He 
will show you how this system will speed up your 
work and give you positive identification of every 
item. Call him today—or, for more information, mail 
the coupon. 


Burroughs Adding Ma- 
chine Co. 
6102 Second Bivd., 
Detroit, Mich. 
Cs ) I would like to have more in- 
- formation about the Burroughs 
Calculating’ i Transit Machine. 


Machines Machines 
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Is There a Weak Link 


In Your Chain? 


AVE you ever attempted to 

account for a// of the elapsed 

time until you receive credit 
advice or actual returns on 
out-of-town drafts discounted 
by you or given to you for col- 
lection? 


Collections sent to us are for- 
warded promptly, whether re- 
ceived by day or night. Bill-of- 
lading drafts payable out of 
town are dispatched direct 
within two hours’ time. Advices 
of payment received at night are 
passed on to the owners the 
same night. 


Strengthen your service and re- 
duce your costs by sending us 
your business. 


PHILADELPHIA 


NATIONAL 
BANK 


Capital, Surplus, and Undivided Profits $16,800,000 


Sune, 1924 


Inside High Official 
Circles 
(Continued from page 776) 


broad sweep of the brush, with which some 
stories are painted, often present a vague 
and confused picture to the mind’s eye of 
the incisive reader. Would it not be far 
better, the reader asks, if these statements 
were couched in the words of the officials, 
rather than in the indirect form of reporto- 
rial practice? 

It appears to be extremely doubtful that 
there is any escape from the “vague trium- 
virate.” Questions about matters of state 
are frequently put to officials and answered 
first blush, without a moment’s §hesita- 
tion. In the range of a single Presiden- 
tial conference, the chief executive has been 
known to respond to thirty or forty ques- 
tions, some of which touched upon such 
important questions as the foreign debt, an 
international economic conference, the world 
court and aid for Germany. A slip, from 
which even Presidents are not immune, might 
seriously affect the Government’s relation 
with other countries. It is an open secret 
that President Harding nearly sent the Four 
Power Pact crashing on the rocks during 
the Conference for the Limitation of Arma- 
ment by expressing his own views on what 
the “mainland of Japan” meant. If officials 
knew that their every word would be her- 
alded throughout the land in the verbatim 
form of utterance, it would be vastly more 
difficult for the representatives of the press 
to ascertain with the timeliness that marks 
their whole work the attitude of the Gov- 
ernment on the various matters of interest. 


Send 2000 Words 


ERHAPS too frequently dispatches bear- 

ing a Washington date line appear to 
have been written out of the thin air. These 
“dope stories’—as the nebulous stories are 
sometimes called—generally are the expres- 
sion of an individual writer as to what is 
about to happen. When action on some 
big question is pending, the newspapers gen- 
erally print a daily story regardless of 
whether there has been any actual develop- 
ment. These frequently are highly specula- 
tive. 

There is a standing joke in the Wash- 
ington bureaus about the imaginative editor 
in New York, who had a hunch that a big 
story might be written in the Capital. 

“Something in the air,” a tersely worded 
telegram informed the chief correspondent. 
“Send 2000 words.” It was up to the bu- 
reau to comply with the telegraphic instruc- 
tions. 

Yet while it seems that dispatches are 
sometimes based upon little substance, the 
writers are many times taken into the con- 
fidence of the high officials to a degree that 
is almost beyond the understanding of the 
outside world. It .is not the rule for the 
Administration to discuss in advance of ac- 
tion its position on important matters, but 
the cabinet officers, upon certain occasions, 
have unbosomed their souls with the ut- 
most candor in order that the men, whose 
written words shape public opinion, may have 
an intelligent understanding of the problems 
about which they are writing. With the 
agreement that what they say shall be “off 
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the record,” cabinet officers have frequently 
reviewed such important questions as the 
policy of the United States on international 
debts, foreign affairs and reparations, giving 
a detailed exposition of the Government’s 
position. 

Scarcely a day passes without something 
happening in Washington that produces a 
definite reaction in the financial world. On 
Monday—decision day in the Supreme Court 
—perhaps the nation’s highest tribunal holds 
that branch banking is illegal for national 
banks. On Tuesday President Coolidge 
might announce his intention to veto a radi- 
cal bill, committing the Government to the 
fixing of prices on farm products. On 
Wednesday the Treasury may inform the 
financial world of its intention to float a 
long-time issue of bonds at a lower rate 
than has been quoted in the market. As 
the pace-maker, its action might cause a 
readjustment of rates throughout the coun- 
try. Secretary Mellon, at a conference with 
the correspondents on Thursday, might ad- 
mit that he foresees a period of slackening 
business activity or of better prosperity. Sec- 
retary Hoover’s estimate of the business sit- 
uation might cause the sensitive traders to 
sell or buy securities on the market. The 
State Department might assert the intention 
of this Government to resume diplomatic re- 
lations with a nation long seeking recogni- 
tion. A statement from the Department of 
Agriculture estimating the condition of the 
cotton crop might send the market soaring 
or tumbling. The exposure of an agreement 
among the members of Congress, as disclosed 
by a poll of votes, to repeal the rate-making 
section of the Transportation Act would 
have an immediate effect upon railroad 
shares. A roster of hypothetical cases like 
the foregoing, where news from Washington 
would have a nation-wide reaction, would 
run on interminably. 


Advance information can be capitalized in 
no field more readily, and with greater im- 
mediate profit, than in the sphere of finance. 
The immense fortune of the Rothschilds is 
attributed to the first knowledge of the out- 
come of the battle of Waterloo. While the 
system of giving publicity to Government 
news exerting an effect upon the market 
has been framed so as to minimize the gains 
that may be made from it, there is still a 
premium on alertness. Is there little wonder 
that the outside world should be so inter- 
ested in the activities of the Fourth Estate 
and wonder how much dependence is to be 
placed in the dispatches that foreshadow com- 
ing events? 


Logan C. Murray Dies 


OGAN C. MURRAY, one of the 
founders of the American Bankers 
Association, died on June 1, at Princeton, 
N. J., at the age of 79. He formerly was 
associated with the Harriman National 
Bank of New York City and, at one time, 
was president of the United States Na- 
tional Bank. 
Nearly fifty years ago, Mr. Murray, with 
a group of seventeen other bankers, met at 
Barnum’s Hotel in New York City, and 
founded the American Bankers Associa- 
tion. George F. Baker and Lyman J. Gage 
are two of the founders, who survive. 
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You preach the gospel of sav- 
ing to the people, young and 
old, and it’s a worthy creed, 
but if you are making change 
by the old head and hand 
method, you are wasting your 
time and your patron’s time— 
you are not practicing what 
you preach. 


We will put a 
Brandt in Your 
Bank on Free Trial 


The Brandt must sell itself to you 
on its ability to save you time and 
money. A change transaction with 
the Brandt takes one-tenth the 
time of the head and hand method 
and errors are eliminated. It does 
it as quickly as one finger can press 
a key. 


Banks all over the coun- 
try are using from one to 
sixty-seven Brandts — 
27,000 now in use. Ask 
your secretary to mail 
the coupon today. 


C “She 


BRANDT AUTOMATIC CASHIER CO. 
Executive Offices and Factory 
102 W. Main St., Watertown, Wis. 


I am willing to have you place a Brandt in my bank on free trial 
without obligation to me. Please send free booklet and give full 
particulars. 


To Bigger 
Profits 
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The Condition of Business 


Cross-Currents in Business During May, Basic Production 
Declining Further While Trade Generally Remained Active. 


Money Rates Are Lowest Since 1922. 


Building Activity 


Continues Large But Funds for Mortgage Loans Are Ample. 


HE business situation in May was 

characterized by considerable irreg- 

ularity. There were further de- 

clines in industrial activity and in 
the prices of basic commodities, but a 
majority of the available indexes of the 
distribution of goods and general business 
activity either showed advances or remained 
near previous levels. While factory employ- 
ment declined further during April, the re- 
leased workers were being absorbed in 
outdoor trades, such as building, road con- 
struction, and farm work. In summarizing 
the general business situation in May, the 
Cleveland Trust Company notes that “Con- 
ditions in Europe look more hopeful than 
they have for a long time past; business here 
is running more slowly, but there is no pros- 
pect of anything resembling a real depres- 
sion; credit is in plentiful supply and interest 
rates are falling; the averages of commodity 
prices are declining, and will probably con- 
tinue to do so for some time to come. The 
present prospects are for a summer season of 
irregular business in reality dominated by 
economic influences, but with a general ten- 
dency on the part of the public and the news- 
papers to ascribe any unwelcome develop- 
ments to politics.” 


Basic Production Smaller 


Af URTHER decline during April of 2 
per cent. in the Federal Reserve Board’s 
composite index of production in 22 basic 
lines resulted from recessions in a majority 
of the individual industries. This tendency 
appeared to be more pronounced in the case 
of producers’ goods than among commodities 
more nearly ready for ultimate consumption. 

A particularly large decline occurred in the 
iron and steel industry. More pig iron fur- 
naces were blown out in April than in any 
previous month since the depression period 
of 1921, and further shut-downs were re- 
ported in May. Steel production continued 
to decline and by the end of May was esti- 
mated at only about 60 per cent. of capacity, 
or one-third below the high rate reached 
early in March. New buying of steel de- 
clined even more rapidly than output, how- 
ever, and the unfilled orders of the United 
States Steel Corporation at the close of April 
were the smallest since February, 1922. 

Following a prolonged decline since early 
in January, mining of bituminous coal in- 
creased slightly in the first half of May, but 
was lower than in any corresponding period 
for which records are available, excepting 
only the strike periods of 1919 and 1922. 
Anthracite output also declined more than 
usual in April but increased considerably in 
May. 

Mill consumption of cotton was only slight- 
ly smaller than in March, but woolen mill 
activity declined further and the output of 


zinc and leather continued well below the 
volume which might have been expected on 
the basis of past years. On the other hand, 
there were increases in the output of pack- 
ing houses, paper mills and boot and shoe 
factories, when allowance is made for usual 
seasonal tendencies. 


Trade Generally Active 


N contrast to the decline in industrial lines, 

trade and general business activity con- 
tinued large in April and May. While load- 
ings of revenue freight continued substan- 
tially lower than a year ago, due chiefly to 
smaller shipments of coal, they remained 
considerably above the totals for any other 
previous May. In fact, merchandise and less 
than carload shipments held well above last 
year, indicating a large movement of goods 
into consumption, especially in view of the 
prevailing policy of buying only for imme- 
diate needs. There was an increase in the 
volume of checks passing through the banks, 
particularly in centers outside New York 
City, and postal receipts were larger. Sales 
of department stores were increased in April 
by delayed Easter buying, although the com- 
bined figures for March and April were gen- 
erally smaller than last year, except in a 
few Eastern districts. Wholesale trade was 
in about the same volume as during the pre- 
ceding month. 

The reduction in industrial activity and 
the continued large inflow of gold were 
accompanied in May by a general decline 
in money rates to the lowest levels since 


1922. The open market rate for prime 
commercial paper declined from 4% to 4% 
per cent, and in some cases sales were made 
at 4 per cent. Dealers in bankers’ accep- 
tances reduced their offering rate from 4 
to 3 per cent, and as a result of an active 
demand combined with limited supplies, their 
portfolios of bills continued to be reduced 
and reached totals less than half as large 
as at the February high point. Yields on short 
term Government securities were reduced 
by % to % of 1 per cent in May. Reflect- 
ing the easing in money conditions, the Fed- 
eral Reserve Banks of New York and Cleve- 
land reduced their discount rates from 4% 
to 4 per cent. 


The Gold Flow 


 ignecoewnnir of gold into the United States 
continued in April and May at the rate 
of more than a million dollars a day, while 
exports remained relatively small. As shown 
in the accompanying diagram, prepared by 
the Reserve Bank of New York, net imports 
of gold have risen steadily since the early 
part of 1923, and for the first ten months 
of the current fiscal year totaled $300,000,- 
000, compared with $170,000,000 in the cor- 
responding period a year ago. 


International Payments 


N accounting for the increase in excess 
of gold imports, one is inclined to point 
to our large export balance of merchandise. 
An analysis of our total foreign trade in 
1923, published recently by the Department 
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of Commerce, shows, however, that this ap- 
parent favorable balance is more than off- 
set when the current invisible items and 
capital movements are taken into considera- 
tion. The credit items, or the amounts we 
received for exports, totaled $5,636,000,000, 
while the debit items, or the amounts we 
paid for imports, came to $5,788,000,000. 
The following table in millions of dollars 
shows the results of the Department’s study 
in greater detail: 


Current Items: 


Credit Debit 
Merchandise $4,208 $3,819 
Interest and dividends ....... 567 150 
Services to tourists.......... 100 500 
Immigrants’ remittances ..... 60 350 
Other current items ........ 65 162 
Total, Current Items ..... $5,000 $4,981 
Capital Items: 
New foreign loans .......... 32 377 
Investments in outstanding se- 
CUTITICS 339 33 
Other capital items .......... 164 
Total, Capital Items........ 535 410 
Gold and Silver: 
Gold 29 323 
Silver ..cccccce 72 74 
Total, gold and silver...... 101 397 
Grand Total, All Items.. $5,636 $5,788 


A feature of the table is the large in- 
crease in interest payments to us, chiefly 
as a result of the commencement of annual 
payments on account of the British Gov- 
ernment’s debt to the United States. For- 
eigners also made heavy investments here 
during the year, representing in large part 
the flight of capital from abroad, seeking 
to avoid the dangers of depreciating cur- 
rencies and possible capital levies. While the 
gold inflow cannot be considered as balanc- 
ing any particular items in the statement, the 
Department states that had there been no 
such flight of capital in our direction, it is 
unlikely that there would have been any net 
gold imports during the year. 

Interesting in this connection are reports 
to the Federal Reserve Bank of New York, 
showing that for several months prior to 
March there was a sharp increase in ship- 
ments of United States currency to foreign 
countries. Beginning in March, however, 
there was a marked decrease in shipments, 
especially to central Europe and countries 
bordering on Russia, while in April there 
was a sizable return flow of currency, particu- 
larly from Germany. In the words of the 
bank, “it seems possible that these changes 
in the movements of currency reflect efforts 
toward the establishment of stable curren- 
cies in Russia and Germany.” 


Building Activity Large 


oe permits issued during April 
in 158 selected cities throughout the 
country were nearly 30 per cent less than 
in March and about 10 per cent lower than 
in April a year ago. The decline from 
March was more than accounted for by a 
large decrease in New York City, where 
the March figure was greatly enlarged by 
uncertainty whether there would be continued 
tax exemption on residential construction. 
Contracts actually awarded in New York 


City, however, were practically as large as 
in March, despite a decline of 22 per cent 
in awards for residential construction, which 
had previously formed a very large part of 
the total. Outside of New York City there 
was a further increase of 11 per cent in 
building, measured either by the figures for 
permits or contracts. 

The extent to which this year’s building 
totals have reflected larger activity in New 
York City, particularly in the Boroughs of 
Brooklyn and Queens, is evident from the 
table below, showing the value of building 
permits issued in the first four months in 
millions of dollars: 


Jan.- Jan.- 
April April 
Borough 1923 1924 Change 
Manhattan 61 100 +39 
75 77 + 2 
101 141 +40 
Richmond 6 9 +3 
New York City ...... 318 428 +110 
Other selected cities.. 787 764 — 23 
Total, 158 selected cities $1,105 $1,192 + 87 


Notwithstanding the decline in new build- 
ing authorized in April, the rate of activity 


John D. Rockefeller, Jr. A recent photo of 
the principal heir to the Rockefeller millions 
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continued far above normal, as judged by 
the trend of past years. A very large vol- 
ume of work for the building trades and 
the supply industries seems assured for the 
season, regardless of any diminution in the 
amount of new projects. 


Ample Funds for Building 


the heavy increase in building 
in New York City, there appears to 
be no shortage of funds for high grade 
building loans. One evidence of this is 
given in the following table, prepared by 
the New York State Savings Bank As- 
sociation. It shows the percentage of mort- 
gage investments of savings banks to total 
resources and indicates that while such in- 
vestments in New York City and other sec- 
tions of the state increased substantially 
during 1923, they were, except in the Buf- 
falo district, still well below the statutory 
limit for such investments, which is 70 per 
cent of their total resources. 


Percentage of total resources 


District Jan. 1, 1923 Jan. 1, 1924 
58.3 69.7 
56.1 58.5 
Manhattan and Bronx. 47.0 48.4 
Brooklyn, Queens and 

RichMend 53.2 57.0 
Total, New York State 50.4 53.0 


An inquiry made toward the end of May 
by the Reserve Bank of New York among 
the largest savings banks located in Brook- 
lyn, where building has been particularly 
heavy this year, indicates a further increase 
in the percentage of mortgage investments 
from 57 per cent at the first of the year 
to approximately 60 per cent, still leaving, 
therefore, a substantial margin before reach- 
ing the legal limitation. 


Deposits and Prices 


4 report of the Comptroller of the 
Currency on the conditions of all na- 
tional banks on March 31, published in 
May, shows comparatively little expansion 
of credit in the first quarter of the year, 
notwithstanding the inflow of gold at an 
even more rapid rate than in 1923. Total 
loans and investments were practically un- 
changed, while total deposits showed a de- 
cline of somewhat over $100,000,000. 

Compared with a year ago, there was 
an increase in deposits of $560,000,000, or 
4 per cent, which was considerably smaller 
than in the preceding year, when the in- 
crease was about $1,500,000,000, or 12 per 
cent. Not only was the rise in total deposits 
smaller, but by far the greater part of the 
increase was in time deposits, which rose 
$530,000,000. Although production and trade 
were at a high level during the year, demand 
deposits, which represent more closely active 
business credit, increased only $110,000,000, 
compared with an increase of over $700,- 
000,000 in the previous year. Government 
deposits declined $80,000,000. As pointed out 
recently by the Reserve Bank of New York, 
time deposits, owing to their slower rate of 
turnover, tend to have less effect upon prices 
than demand deposits; and the high pro- 
portion of time deposits in the increase of 
the past year undoubtedly has been a con- 
tributing factor in the maintenance of gen- 
eral price stability. 
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“A Tower 
of 
Strength” “£3 


CL RR 


16 Wall St. 
NEW YORK 


NEW YORK 


A New-World Bank 
In 
An Old-World Setting 


“The Bankers Trust Company in Europe”’ 
—that fairly describes our office at 3 & 5 
Place Vendome, Paris. 


This office, as well as each of our three 
other offices in New York, IS the Bankers 
Trust Company. 


From this fact, much follows. 


Our Paris Office is primarily a commercial 
bank,—a business men’s bank, a bank for 
banks. 


It isalso a bank for travelers,—conveniently 
accessible to the principal financial and 
shopping districts of Paris for those abroad 
on business or pleasure. 


It is not only an American bank under- 
standing European methods. It is also a 
European bank understanding American 
methods. 


Itis, in brief, an international bank,—com- 


manding access to lines of banking com- 
munication leading to all parts of the 
business world. 


Thus in an Old-World setting our Paris 
Office daily renders the complete financial 
services of a New World bank doing a local, 
national and international business. 


Telegraph and Cable Address: 
Banktrust, Paris 


3 & 5 PLACE VENDOME 


PARIS 


, 1924 


Bargain Days in Foreign 
Money 


(Continued from page 779) 


obliterated. After analyzing the ten years, 
1914-1923, Dr. Rufus S. Tucker, assistant 
chief of the Finance and Investment [ivi- 
sion, said: “It is evident that the same 
tendencies are at work as before and that the 
seasonal fluctuations are more pronounced 
than in normal times.” 

It has been estimated that American tour- 
ists spent about $300,000,000 abroad last year, 
A material part of this imposing item in the 
invisible trade balance represents the dollars 
which the voyageurs pay out to the boutiques 
on the Rue de la Paix, the cafes of the 
Montmarte and the chic French hotels in 
Paris and on the Riviera. When the spring 
rush to Europe begins, the demand for 
francs becomes more strong. A reflection 
of this excessive demand for francs is given 
in the following table, showing the adjusted 
monthly index of seasonal variations in the 
French franc 1914-1923: 


Per Cent of Per Cent of 
Normal for Normal for 
Year 

January 101.56 
February August ...... 98.44 
March ....... September .... 98.36 
October ...... 98.82 
ay November .. . 98.70 
bee December .... 99.12 


“The meaning of this is that at certain sea- 
sons of the year, there is an excessive de- 
mand for francs, at other seasons an exces- 
sive supply,’ Dr. Tucker commented. “If 
there were no underlying downward tend- 
ency, due to nonseasonal and partly political 
causes, the exchange rate would naturally 
rise with slight fluctuations from September 
to May, and then fall slightly to July and 
rapidly to September. 

“Before the war there was a downward 
movement between January and March, of 
which there is no trace since 1914. The 
downward movement in August is much 
more pronounced in the latter period, as it is 
also the recovery in October. Otherwise the 
only difference—and it is a striking one—is 
the extent of the normal monthly deviation, 
which is roughly nine times as great since 
1914 as it was before. The highest month in 
1899-1908 averaged only 3/10 per cent above 
par, the lowest only 1/10 per cent below par. 
In 1914-1923, the index for the highest 
month is nearly 2 per cent above normal, and 
that of the lowest month, 1.6 per ceut below. 
The reason for this difference in range is 
obviously the suspension of free gold ship- 
ments and of gold redemption of Bank of 
France notes. In former times, a premium 
or discount of more than % per cent on the 
franc was almost sure to cause gold ship- 
ments either between France and this coun- 
try or between France and England. 


Hard to Explain 


é6¢6,T is not so easy to explain why these 

seasonal variations occur. There seems 
to be less connection with the amount of 
imports and exports of merchandise than one 
would expect. The French balance of trade 
is, according to the official statistics of 1914- 
1922, usually most unfavorable in the months 
of July and December and least unfavorable 
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in January, February, April and October. 
If the balance of merchandise trade were the 
decisive influence on exchange, the franc 
should be high in these last-mentioned 
months, and low in July and December, 
whereas in actuality the franc is low in Janu- 
ary and October and high in July. The most 
obvious explanation of the cause of this dis- 
crepancy is the demand for exchange by 
American tourists, which is usually strong in 
June and July and very weak in September. 
Doubtless there are other forces at work, and 
the possibility must not be overlooked that 
these seasonal fluctuations may be as much 
due to conditions in the United States as to 
conditions in France.” 

In connection with the study of the franc 
fluctuations, Dr. Tucker has observed that 
for some unknown reason, francs reach both 
their high point and their low point one 
month in advance of pounds. The slight 
breaks that occur in the value of sterling in 
March and December, although they oc- 
curred in francs during the period of 1899- 
1908, are now no longer found in the franc. 

“Whatever the reasons may be for it, 
there is evident a strongly marked seasonal 
tendency in franc-dollar exchange, both be- 
fore and since the war,” the Department 
concludes its study of the franc. “And if 
anything should be done to overcome the 
underlying trend of the franc, this seasonal 
fluctuation would be of great importance in 
all trade between these countries.” 


Another Study Under Way 


HILE the Department of Commerce is 
turning its attention to the exchange 
fluctuations, the Commission of Gold and 
Silver Inquiry appointed by the United 
States Senate is making an intensive cur- 
rency and exchange investigation to assist 
Americans in understanding better present 
international financial conditions, and to as- 
sist them further in the orientation of their 
foreign transactions. In a preliminary state- 
ment, the commission concluded that “The 
gold standard to which practically the entire 
world had turned before the war had won its 
position through a long period of evolution 
and experimentation, and only when financial 
systems are again predicated upon gold as 
a basis can normal conditions be restored.” 
The commission is investigating especially 
the rupee and tael exchanges, which are 
based on silver, as it sees the direct link be- 
tween these foreign money systems and the 
mining of silver in the United States. 


Even though normal .conditions eventually 
return, it appears certain that the various 
exchanges will be subject to these seasonal 
fluctuations and American trade must con- 
sider this extra hazard, and also keep an 
alert eye for bargain days in foreign money. 


Watch Legislation 


Bankers and business men are called upon “to 
take an active and earnest part in the affairs of 
the nation to the end that the people shall be rep- 
resented as a whole and shall not be governed, as 
now, by the organized minority” in a resolution 
adopted by the Ticoourt and Kansas Bankers As- 
sociations in their recent joint sessions held at 
Kansas City on May 20. 

The bankers deplored the “decided tendency in 
national legislation toward the enactment of eco- 
nomically unsound bills based on paternalism” and 
deprecated the fact that a majority of Congress 
‘seem to give no serious consideration to the sug- 
gestions of the industrial and financial leaders of 
the country.” The resolution was sponsored by 
Richard S. Hawes. 


Dividends 


four times a year 


HE American Telephone and Tele- 
graph Company and its predecessor 
have paid dividends on its stock for 
over forty years. In each of these 
years there was earned not only the 
dividends paid but also a margin 
for safety. 


The regularity of these dividends de- 
pends in part upon the fact that 
telephone service is in constant 
demand. The interests of the 
American Telephone and Telegraph 
Company are nation-wide and the 
properties from which its earnings 
are derived have no idle periods. 
While telephone growth may be 
faster at one time than another, it 
never ceases. 


Dividend checks are mailed on the 
15th day of January, April, July 
and October. 


A. T.& T. stock pays dividends at the rate 
of $9 per share annually. It may be pur- 
chased in the open market to yield about 
7%. Full information sent on request. 


“The People’s 
Messenger’ 


BELL TELEPHONE 
SECURITIES CO. he 


.D.F. Houston, President 
195 Broadway NEW YORK 
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National Debt Figures Are 


HEN figures of national debts 
and circulation reach billions 
and trillions they are spoken 
of as “astronomical” in pro- 
portion. The term is doubly fitting, for 
not only are the figures huge, but their 
significance is as far beyond human com- 
prehension as the facts of astronomy are 
beyond the grasp of the average man. 

In order to bring debt figures down to 
scale and make them at all wieldy, it has 
become a common practice to divide the 
total debt by the population of respective 
countries, thus arriving at the “per capita” 
share of the debt. This is an unmeaning 
figure, however, since so many individuals, 
and a varying proportion in different coun- 
tries, can in no way be regarded as con- 
tributors toward the payment of the debt. 
Again, no country makes any attempt to 
pay off its whole debt, but the amount “kept 
alive,” or allowed to run on, differs widely 
in different countries, 

Sometimes the size of the national debt 
is indicated in a statement that it repre- 
sents such and such a percentage of the 
nation’s wealth or perhaps of its income. 
But such percentages are also inconclusive, 
as all estimates of the wealth and income 
of nations must remain conjectural. 

The most satisfactory method of scaling 
down the huge figures of a nation’s debt so 
as to bring them within the comprehension 
of the average citizen is arrived at in a 
comparison, between countries, of the per- 
centages of total expenditure represented by 
payment of interest charges on the debt. 
It is generally believed that 50 per cent of 
total expenditure is the dead line which 
debt charges should not be allowed to pass. 
Beyond this point the burden of the debt 
becomes intolerable. 

There is a great deal of talk of this 
“burden” of a country’s debt, but the term 
is entirely a relative one. If heavy pay- 
ments are made, not only in payment of 
interest but also in heavy annual installments 
toward amortization of the principal, then 
there is, of course, a weighty obligation 
placed upon the taxpayers. To the degree, 
however, that the principal is allowed to 
remain undiminished or is paid off in de- 
preciated paper currency, there is less war- 
rant for use of the term “burden.” 


Fifty Years of American and 
British Debts 


GLANCE at national debts over a period 

of fifty years shows a very different 
attitude toward reduction of the total, For 
example, the following table, in which the 
debts owed by the United States and Great 
Britain in 1875 are taken as a base of 100, 
reveals that in the former country there was 


Misleading 


By CHARLES E. LYON 


American Trade Commissioner, London 


a more definite decline in the total, or, con- 
versely, that Great Britain permitted a larger 
percentage of the 1875 total to be regarded 
as a theoretical minimum. 

(Debt of 1875 equals 100. This base sum, 
in the U. S., was $2,156,276,649; in Great 
Britain it was $3,734,040,320 at par of ex- 
change. ) 


Year 1.3. Gt. Br. 
1875 100 100 

1876 98.8 100.3 
1877 97.7 100.2 
1878 100 100.5 
1879 106.6 100.6 
1880 97 100.4 
1881 93.6 99.7 
1882 86 99 

1883 80 98.4 
1884 75.4 97.2 
1885 73.2 96.4 
1886 72.1 96.7 
1887 68 95.9 
1888 64.2 91.8 
1889 58 90.9 
1890 52 89.8 
1891 46.6 89.1 
1892 45 88.3 
1893 44.6 87.5 
1894 47 87 

1895 50.8 85.9 
1896 56.7 85 

1897 56.9 84.1 
1898 57.1 83.3 
1899 66.1 82.8 
1900 58.6 83.3 
1901 56.6 91.8 
1902 54.6 98.4 
1903 53.7 104.1 
1904 52.7 103.6 
1905 52.5 103.8 
1906 53 102.8 
1907 53.2 101.6 
1908 54.5 99.4 
1909 53.2 98.3 
1910 53.2 99.4 
1911 53.5 95.5 
1912 55.4 94.5 
1913 55.4 93.3 
1914 55.1 92.2 
1915 55.3 152 

1916 56.8 287.8 
1917 137.5 529.8 
1918 567.9 772 

1919 1182 975.3 
1920 1127 1027 

1921 1112 995.3 
1922 1065 1009 

1923 1036 1022.5 


In the case of the United States the 1875 
figure reached a minimum in 1893 of $961,- 
431,766. In 1919 the maximum was reached, 
from which there was a slight decline by 
1923 to $22,349,687,758. 


Great Britain Reaches the 
Highest Point 


N the case of Great Britain the 1875 fig- 
ure reached a minimum of $3,092,249,505 
(at par of exchange), from which point the 
total rose sharply until the maximum was 
reached in 1920, followed by a very slight 
reduction, by 1923, to $35,292,265,857 (at 
$4.50). 

An examination of the table shows that the 
sharp rise in 1899, because of the Spanish 
War, was very promptly absorbed. In Great 
Britain, however, the Boer War caused an 
increase over several years. It is also in- 
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teresting to add that the deadweight debt of 
Great Britain, after the Napoleonic Wars 
(1816), was over £900,000,000. In 1856, 
following the Crimean War, the British debt 
was £826,000,000, while that of the United 
States was less than 1 per cent as great, at 
$32,000,000. 


Greater Proportionate Increase 
in the U. S. 


_— debt of each country in now almost 
exactly ten times as great as it was 
fifty years ago. But, as the table indicates, 
the increase beyond the minimum within 
the period is ever so much greater in the 
case of the United States, as the 1923 sum 
represents 2326 per cent of the 1894 figure, 
whereas the British figure is only 1266 per 
cent of the lowest figure, reached in 1899, 
Some further figures tend to confirm the 
statement that the present American debt 
is proportionally a more violent interruption 
of the normal order of fiscal procedure than 
is the case in Great Britain: 


Average British Debt, 40 years 
$3,541,596,421 
at 4,426,657,478 
inp S. Debt, 40 years pre- 
1,243,817,263 


Average U. S. Debt since 1916....19,184,173, 956 


British War and Post-war Debt, 6.9 times pre 
war average. 
S. War and Post-war Debt, 15.4 times pre 
war average. 


As has already been shown, per capita 
figures are not a fair index of the real 
burden of a debt, without correction by the 
established policy of a nation in the matter 
of debt extinction. However, comparative 
per capita figures are here quoted as a 
partial indicator, 


Gross Debts per Capita 
(in dollars) 


Year U.S. Gt. Br. 
1875 49.06 117.12 
1880 41.69 107.58 
1890 17.92 88.93 
1900 16.56 74.05 
1910 12.69 81 

1923 200.86 714.50 


To What Degree Do Capital 
Gains Offset the Debt? 


i is in the degree of interruption of fiscal 
and economic processes that the harmful 
effect of a heavy national debt—in other 
words, the “burden” of this debt—is most 
accurately represented. The weight of this 
burden lies heavily on that nation 
which must enter this debt as a liability 
arising from the war, with no new assets in 
the form of increase of wealth, represented 
by the fruits of victory, to place opposite 
the debt on the asset side of the national 
balance sheet. 


_ 
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Mann-made Products 
include 


Blank Books— 
Bound and Loose Leaf 
Lithography 
Printing 
Engraving 
Office and Bank Supplies 


Write for 
descriptive folders about 


Manco Safety Paper 

Manco Check Books 

Mantint Safety Checks 

Mann Machine Bookkeeping 
Equipment 


The Banker as a Jokester 


OT long ago a very intelligent 

woman went into a Boston savings 

bank to make a deposit. The de- 
posit slip contained the words “Checks, Bills, 
Specie.” The woman filled out the proper 
amounts opposite the first two words, but 
hesitated slightly when she came to Specie. 
However, the meaning seemed to flash upon 
her, and she wrote “Female,” walked to the 
teller’s window and made her deposit.—Mrs. 
Allan P. Stevens, Maine Savings Bank, Port- 


land, Me. 
i after the number of speeches 
made during the last few days, you are 
very much in the position of a chap who 
had been sentenced to be hanged, and they 
were all ready to put the black cap over his 
head, when the sheriff, as was the usual 
custom, turned to this chap and asked if 
he would like to make a few remarks. Get- 
ting a negative reply, he asked if there was 
any one out in the audience who would like 
to say a few words, and a man held up his 


Evidence 


Modern machine bookkeeping methods are 
undoubtedly the last word in speed, efficiency 
and accuracy—but it is our bel.ef that no 
bookkeeping system is really complete unless 
it has at least ONE bound book in it—a book 
of original entry—a book where tampering 
must reveal itself—a book, in short, that will 
serve as indisputable evidence in any court! 


For nearly four generations, this company has been manufacturing blank 
books and other bookkeeping forms and equipment. Many of the im- 


proved methods now in use are creations of Mann experts. And just as 
you would expect, Mann Blank Books and Loose Leaf Ledgers are as fine 
in quality, as excellent in workmanship and as convenient in arrangement 
as can be produced! 


Mann Service includes the making of any standard or special forms for 
every type of machine bookkeeping; it includes the manufacture of stock 
blank books and loose-leaf ledgers as well as the production of custom work 
where this is required. ur bindery and ruling departments are among the 
oldest in our factory; most of the employees in these departments have been 
with us a score of years or more; all are experts of the sort to whom each 
job is a matter of personal pride—which explains why so many important 
municipal, commercial and financial institutions keep their records on 
Mann-made blank books. 


Mann products are sold only through Mann salesmen—never in any retail 
stores save our own in Philadelphia. Our salesmen cover virtually the 
entire country. One will gladly call on you on request. Send for our 
folder on Mann Blank Books and Loose-Leaf Ledgers. 


WILLIAM MANN COMPANY 
529 MARKET STREET 


PHILADELPHIA, PENNA. 


New York Office: 261 Broadway Established 1848 Paper Mills: Lambertville, N.‘J. 


hand and said, “If the prisoner hasn’t any- 
thing to say, I would like to make a speech 
myself, if there is no objection.” The 
sheriff turned to the prisoner and said, “Have 
you any objection to this man making a 
speech ?” 

The prisoner said, “None in the world, 
but please hang me first.”—J. Sherrard Ken- 
nedy, president, Georgia Bankers Association. 


OW the relation of the farmer to all 

other business, I think, is pretty well 
illustrated by what happened on the Savannah 
River on the South Carolina side about forty 
years ago. An old darkey was sitting on a 
river bank near a bridge which spanned the 
river, and a gentleman was driving his buggy 
across the bridge. He saw the negro and 
knew, of course, that he was*fishing. All of 
a sudden he saw that negro plunge into the 
river, and after a considerable commotion 
and struggle he came out holding a negro 
urchin by the nape of the neck and finally 
landed him safely on the shore. This man 
was so impressed by the heroism of the old 


darkey that he went down to commend him 
and let him know that he had been a witness 
to his heroism and the offer to sacrifice his 
life that he might save another. He said, 
“Old man, I am going to see to it that that 
act of yours is appropriately recognized.” 
All the time the old darkey was listening he 
didn’t know the meaning of half the words 
the man was using, but finally he said, “Boss, 
you see I was obliged to save that boy be- 
cause he had my bait.” 

That is the relationship of the man engaged 
in the production of raw material toward 
the business interests of the entire country.— 
R. A. Cooper, Federal Farm Loan Com- 
missioner. 


ECENTLY Jones met Smith and said to 

him, “Is Brown’s wife a progressive or 
conservative woman?” Smith’s reply was 
rather enlightening: “Well, I have never 
been able to make up my mind. She wears 
last year’s hat, drives this year’s car and 
spends next year’s income.”—Mrs. Allen P. 
Stevens. 
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Uncle Sam to Buy More $1 Silver 


N adjustment of the long-standing 
controversy between the Treasury 
and the silver interests growing out 
of the refusal of the Mint to pur- 

chase 14,000,000 ounces of silver under the 
terms of the Pittman Act was undertaken 
by Congress during the waning hours of 
the past session. The Senate, without de- 
bate, adopted a bill directing the Secretary 
of the Treasury to instruct the Director 
of the Mint to purchase 14,589,730.13 ounces 
of fine silver from American producers at 
$1 an ounce. At the time that the Senate 
took its action, silver was quoted in New 
York at 67 cents an ounce. 

The Senate bill was speedily referred to 
the House of Representative and plans 
were laid to have the measure forced 
through the legislative jam before adjourn- 
ment was taken. At this writing, the 
House had not voted upon the measure, 
but its chances were thought good. 

The issue between the Treasury and the 
silver producers grew out of the action of 
the Mint in declining to buy more than ten 
million ounces of silver, after the last of 
the standard silver dollars sold to Great 
Britain had been melted up and turned 
over to the British government. The con- 
troversy developed over the replacement of 
silver, which: the mints had used to strike 
off subsidiary coins. Five times, between 
Sept. 7, 1918, and of Dec. 18, 1920, the 
Treasury made five allocations of Treasury 
silver for the purpose of subsidiary coinage. 

The silver interests insisted that, under 
the terms of the Pittman Act, the Mint 
was directed to purchase for replacement 
an equivalent quantity of silver at $1 an 
ounce, just as soon as the silver dollars on 
hand were melted. The Treasury, how- 
ever, declared that- there had been at all 
times a quantity of free silver in subsidiary 
coinage accounts of the mints that was 
in excess of the quantity allocated under the 
Pittman Act, and that the allocations were 
made in part to make up shortages at the in- 
dividual mints. Therefore, it declined to buy 
at $1 an ounce an amount of silver equivalent 
to the metal allocated originally for the sub- 
sidiary coins. 


Gilbert Stands Firm 


HE former Under Secretary of the 

Treasury, S. Parker Gilbert, Jr., asserted 
that “its action fully satisfied the purchase 
provisions of the Pittman Act and saves to 
the people of the United States at least $5,- 
000,000. There is nothing in the Act that 
requires the Treasury at any time to buy sil- 
ver for subsidiary coinage at the artificial 
price of one dollar an ounce. The act sim- 
ply required the purchase of silver at the fixed 
price to replace the standard silver dollar 
broken up and actually used, and this was 
done in accordance with the terms of the 
law.” 

Renewed efforts on the part of the silver 
producers and the Senators from the western 
states failed to win the Treasury over to their 
side. However, by a unanimous vote, the 
Senate Banking and Currency Committee 


reported the Senate Bill 2917, which “directed 
the Secretary of the Treasury to complete 
the purchase of silver” and the proposal will 
be law if the House concurs in the bill. 


The Senate View 


HE background of the controversy was 
given in the report, which accompanied 
the bill to the Senate. It read: 

“Prior to April 23, 1918, the United 
States Treasury held over 400,000,000 coined 
silver dollars. 

“On that date Great Britain urgently 
needed silver bullion to meet demands in 
India for the redemption in silver of Indian 
rupee currency. The United States Treasury 
supply was the only ample supply out of 
which this need could have been promptly 
satisfied. It has, in fact, taken several years 
for silver production in the United States to 
produce an equivalent amount of silver. 

“Great Britain applied to the United States 
for a sale of the required silver. The Act of 
April 23, 1918 (the Pittman Act), was 
passed to authorize the sale. By its terms 
the Secretary of the Treasury was em- 
powered ‘to melt or break up and to sell as 
bullion not in excess of 350,000,000 standard 
silver dollars.’ The price was fixed at not 
less than $1 for each ounce of silver one 
thousand fine. 

“Pursuant to this authority $270,232,722 
were broken up, and 200,032,326 ounces were 
sold to Great Britain. 

“Against the silver in the Treasury there 
were outstanding silver certificates in active 
circulation. It was necessary to replace for 
their protection the silver sold, or to be sold, 
under the act. It was accordingly provided 
in the act (sec. 2) that upon every sale the 
Secretary of the Treasury should direct the 
purchase from domestic producers 371.25 
grains of pure silver for every dollar sold 
under the act. The purchase price was fixed 
at $1 per ounce. 


For Subsidiary Coins 


66 HE sale to Great Britain did not ex- 

haust the limit of silver sales specified 
in the act, section 3 having authorized certain 
other purposes for which sales might be 
made. One of them was to provide the 
Government with silver for subsidiary coin- 
age, the act specifically providing in said sec- 
tion that allocations of silver to the Director 
of the Mint should be regarded as sales or 
resales as the case might be. This statutory 
definition must, of course, control. 

“Having sold silver to Great Britain, the 
Treasury proceeded to make replacing pur- 
chases of silver produced in the United 
States. This could not be done at once, be- 
cause the domestic price was then above the 
statutory limit. But it was done in due 
course, and no question arises in connection 
with that part of the transaction. 

“For the purpose of subsidiary coinage, 
however, the Treasury made five allocations 
of Treasury silver. These ranged in date 
from Sept. 7, 1918, to Dec. 18, 1920. Three 
of them were allocations of silver dollars, 
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aggregating 11,111,168. Two of them were 
for an aggregate of 6,000,000 ounces of 
bullion. This makes a total of 14,589,730.13 
fine ounces. Each allocation directed the 
director of the mint to purchase for replace- 
ment an equivalent quantity of silver bullion 
at $1 per ounce. But no purchases of do- 
mestic silver were in fact made to replace the 
silver which was the subject of these statu- 
tory “sales.” On the contrary, at a later date 
the Treasury undertook to revoke the alloca- 
tions. But the evidence offered at the com- 
mittee hearings shows that such revocations 
were made 13 months and 23 months, re- 
spectively, after the date of the last alloca- 
tion and after the silver bullion contained in 
the 11,111,168 silver dollars had been con- 
verted into subsidiary coinage and after 1,- 
658,976.62 fine ounces, included in the last 
two allocations of fine silver, had also been 
so converted. The question before the com- 
mittee is whether the revocations were in 
accordance with the mandate of Congress as 
expressed in the Pittman Act, and the com- 
mittee is of opinion that they were not. 


Comptroller Upholds Treasury 


667T° HE action of the Treasury, as 

being in harmony with the law, is 
supported by a decision of the Comptroller 
General. This opinion, however, is merely 
advisory. The theory of both the Treasury 
and of the Comptroller General is based 
upon the claim that there had been at all 
times a quantity of free silver in sub- 
sidiary coinage accounts of the mint 
service in excess of the quantity allocated 
under the Pittman Act for subsidiary coin- 
age. But, whatever the fact, the silver 
bullion on hand was not the identical silver 


‘allocated. 


therefore becomes this: 
Are allocations under the Pittman Act 
which by its terms are treated as sales 
or resales revocable by the Treasury once 
they are made? Or does the duty of the 
Treasury to direct replacing purchases 
arise co instanti the allocation is made? 

“Tt is clear that no individual (i. e., no 
would-be vendor of silver) has legal right 
under the act. It is purely a question 
whether Congress intended to give the 
Treasury discretion in the premises. It is 
natural for the Treasury to contend for 
discretion. While it is contended that the 
purchase of the silver bullion required by 
this bill would cost the Treasury $5,000,000 
over and above the present market price, 
it must not be overlooked that, as the 
Pittman Act requires this silver to be 
coined into standard silver dollars at 1.29, 
the actual gain to the Treasury is 29 per 
cent of the amount involved, or a total 
profit of $4,231,021.73. Obviously, those 
who framed and pressed for the passage 
of the act were determined to eliminate 
Treasury discretion or at least to limit it 
to the making or not making of allocations. 
The act appears to the committee to have 
been an act to compel repurchase of domestic 
silver and not an act to conserve the re- 
sources of the Treasury. 


The question 


Influence of the Labor Bank 
on the Strike 


Samuel Gompers Believes the Strike Is in No Way Related to 


Banking. 


Function of the Labor Banks Can Not Be Anything 


More than Good Banking. Walter F. McCaleb of Los Angeles 
Foresees Growth of Conservatism in Labor’s Control of Capital. 


HE labor banks have fully justified 
their existence as banks, according 
to the views of Samuel Gompers, 
President of the American Feder- 
ation of Labor. But, as for the suggestion 
that labor may find in the mobilization of 
savings and their strategic investment a 
more effective weapon than the strike as a 
means of advancing the workers’ interest, 
the labor chief admits he sees little in it. 

On the other hand, Walter F. McCaleb, 
president of the Peoples Bank and Trust 
Company, Los Angeles, one of the pioneer 
organizers in the labor bank movement, 
believes that labor’s control of their own 
funds will largely supplant the strike. He 
sees in the entry of labor into the field of 
banking a breaking down of the barriers 
which have hitherto separated the so-called 
capitalist from the so-called working man. 

“Labor banks have, I think, fully justified 
their existence as banks, but I am not aware 
of any development which would justify 
the conclusion that their function will be 
anything more than good banking in the 
interest of their stockholders and depos- 
itors,” Samuel Gompers writes. 

“Of course, there are services which labor 
banks may render in behalf of wage earners 
which the ordinary bank at least would not 
be inclined to render. These services cannot, 
however, go beyond the laws enacted for the 
control of banking, nor can they in any other 
way go beyond the general rules and prin- 
ciples governing sound banking. 

“I am not in agreement with the sug- 
gestion that ‘labor will find the mobiliza- 
tion of savings and their strategic invest- 
ment to be a more effective weapon than 
the strike as a means of advancing the 
workers’ interest.’ I am convinced that 
such a suggestion misinterprets the func- 
tions of banking and the purpose of the 
strike. Of course, no one can foresee all 
that may come from such a development 
as that which has attended the establishment 
of labor banks, but I am confident that the 
functions of the economic organizations of 
the workers will never be replaced by any 
service which may be rendered by financial 
institutions. 

“Labor banks must be, if anything, more 
carefully governed than other banks. The 
strike is in no way related to banking and 
I shall not discuss it in that connection. 
The thought that labor banks may become 
so potent in the control of industry that 
strikes will be unnecessary is equal to say- 
ing that the influence of labor banks may 
become such a controlling factor in industry 
that there will no longer be industrial dis- 
putes. 


“I like occasionally to look into the fu- 
ture and even to dream dreams, but that 
thought has neither been among my dreams 
nor among my convictions concerning real- 
ities. Industrial disputes, which are of 
course, nothing more than disputes con- 
cerning terms and conditions of employ- 
ment and hours of work, are likely to con- 
tinue for a long period of time. The 
strike is resorted to by wage earners only 
when all efforts at negotiations fail and 
only when the wage earners feel that they 
cannot continue at work under the terms 
and conditions offered by the employers. 
The strike is merely a refusal to work 
under unacceptable conditions. If labor 
banks, through wise management, succeed 
in some measure in tempering here and 
there some of the extremes of financial 
opposition and employers hostility, they will 
of course, be rendering a distinct service to 
the entire industrial world. I think I may 
say with safety, however, that such a 
service will be incidental. 

“These banks, like all others, are finan- 
cial institutions which can not replace the 
economic organizations or take over any 
of their essential functions.” 

Mr. McCaleb, who has for a long time 
urged the organization of financial insti- 
tutions by labor organizations and by work- 
ing classes, including farmers, sees good 
growing out of the labor bank movement. 

“T do believe that labor’s control of their 
own funds will largely supplant the strike 
and to that extent the whole country will 
profit,’ Mr. McCaleb writes. “When the 
time comes that labor actually controls its 
own savings it will come in large part to 
dominate the economic dispensations of this 
country because, after all, it is only the 
workers who have savings. When labor 
controls the banks and the policies of the 
bankers it is not difficult to understand 
that it will be easier for men on both sides 
to agree to definite terms and commitments. 

“The interest returns on the funds of 
unions on deposits in banks is a matter of 
consideration, but not a primary matter. 

“Just in the ratio that Labor Banks in- 
crease and their control over the liquid 
credits of the country become more and 
more a matter to be reckoned with, we 
shall find more and more conservatism de- 
veloping in the Unions and among labor 
at large. It is only through the assumption 
of responsibilities that conservatism is 
developed. As I view it, the entry of labor 
into the realm of banking means a break- 
ing down of the barriers that have separated 
the so-called capitalists from the so-called 
working men. It will mean in the end a 
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disintegration of class hostilities which 
have so completely broken into the harmony 
of our American life. It means, further, in 
my judgment, a concentration of the power 
of labor in the political arena. In America 
we have reversed the program as compared 
with Great Britain. Here we shall first of 
all develop power in the financial world, 
then we shall precipitate ourselves into the 
political affairs of the country. In Great 
Britain labor has first of all made itself 
felt in the world of politics and now it 
will take on the added burdens of financial 
direction of affairs. We have merely re- 
versed the order of things, but it does not 
so much matter which way we go so long 
as we make sure that we are going right. 
Nor is it a matter of vital import whether 
we go east or west, so long as we ultimate- 
ly arrive, and we shall arrive if we keep 
on going.” 
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Bearing of Dawes Plan 
(Continued from page 795) 


goods, the products of the German industries, 
sold in foreign markets and creating balances 
there which can be applied to such payments. 
The amount available is the surplus of ex- 
ports over imports. 

This has been the difficult thing for many 
people to understand. Our friends who have 
been going to Europe in the last three or four 
years have come back in many instances very 
much impressed with the signs of wealth in 
Germany. They have seen splendid cities, 
wonderful industries, rich farming districts, 
mines, water powers, railroads, ship yards 
and all the equipment of a great industrial 
country, backed by a skilled and industrious 
population; and they have said, “Why, these 
people are rich; they can pay, and ought to 
pay!” They seldom consider that none of 
the kinds of wealth they have described can 
be conveyed out of the country to apply on 
reparations. They are factors in the repara- 
tions problem only as they can be used to pro- 
duce commercial goods that can be sold 
abroad. 

So you see that you may go around and 
around this subject and you will come back 
every time to the conclusion that the only 
way reparations can be paid is by means of 
a surplus of exports over imports. 

And when you grasp that idea and begin 
to visualize a stream of goods moving out of 
Germany into foreign markets you will be- 
gin to appreciate some of the difficulties of 
the situation. In what markets, in what 
countries, are German products to be sold, in 
such quantities? Who wants them? 


The Case of Britain 


AKE the case of Great Britain, a country 

long distinguished for very liberal trade 
policies, a free trade country. And yet one 
of the first things Great Britain did after the 
peace treaty was signed was to pass a pro- 
tective tariff act, called the “Safeguarding of 
the Industries Act,” for the express purpose 
of protecting certain industries from German 
competition. Their attitude frankly has been 
that they did not want unusual quantities of 
German goods coming into their home mar- 
ket. And yet it is clearly going to require 
extraordinary German exports—exports far 
in excess of any in the past—to make these 
reparation payments. 

How is it about the United States? This 
is the greatest market in the world, but what 
is our attitude toward German exports? The 
latest tariff act, the Fordney Act, is the an- 
swer. In the preparation of that measure the 
most influential single consideration before 
the committees and before the Congress un- 
doubtedly was apprehension of greatly in- 
creased German exports, and a determination 
that they should not be allowed to come into 
this country. 

The problem of reparations includes not 
only the question as to the ability of the Ger- 
man industries to produce goods in the quan- 
tity required to cover the payments, and of 
the willingness of the German people to 
apply them to this purpose, but also the ques- 
tion as to the willingness of other countries 
to receive these goods and allow them to be 
sold in their markets in competition with 
their home industries. 


Two Important Changes 


NDER the terms of the London agree- 

ment signed May 1, 1921, nominally in 
force to this time, the total reparation pay- 
ments were fixed at 132,000,000,000 gold 
marks, or approximately $33,000,000,000, 
upon which interest was to run at 5 per cent 
per annum, with 1 per cent for amortization, 
6 per cent in all, or close to 8,000,000,000 gold 
marks per annum, and this did not include 
cost of occupying military forces. The 
Dawes Committee has cut this annual pay- 
ment down from about 8,000,000,000 gold 
marks to what it calls a standard payment of 
2,500,000,000 gold marks, or to put it in dol- 
lars, from about $2,000,000,000 to $600,000,- 
000 annually, or less than one-third of the 
former sum, plus a provision for increases 
based upon a prosperity index, if they should 
be found to be feasible. 

There is another change of great impor- 
tance; under the London agreement Germany 
had to make the payments abroad: that is, 
the responsibility of making the conversion 
from German currency into foreign money 
rested upon Germany, and the exchange cost, 
whatever it might be, fell upon Germany. 
And, since Germany has had no favorable 
trade balance since the war, her purchases of 
foreign exchange with which to make repa- 
ration payments undoubtedly were a factor 
in the depreciation of the mark. 

This problem of conversion, of actually 
getting the payments out of Germany, has 
been regarded by economists as the one about 
which the most obscurity existed, and the 
Dawes Commission has so regarded it. The 
committee has dealt with this problem of 
conversion in a simple and yet effective man- 
ner by requiring the creditor countries to 
receive the payments within Germany and 
in the German money. The obligation of the 
German government is discharged when the 
funds are deposited in the new central bank 
at Berlin, to the credit of the Transfer Com- 
mittee provided by the plan to represent the 
creditor countries. 


The Master Stroke 


fb ene really is the master stroke of the 
Dawes Report. The problem of conver- 
sion is put up to the creditors, and this is 
right, because the task of getting the pay- 
ments out of the country probably will be 
the limiting factor in the payments, and it is 
important to have the cooperation of the 
creditor countries. Under the arrangement 
there cannot, as I see it, be any dispute with 
the Germans about it. They have nothing to 
do with it. 

The Transfer Committee is charged with 
supervision over payments in kind as well as 
payments by means of exchange, and must 
conduct these operations in such manner as 
not to unduly disturb the value of the cur- 
rency. The provisions are explicit upon 
this point as of course they should be, be- 
cause the maintenance of a stable currency is 
essential to the success of the whole plan. 

There is great flexibility in this part of 
the plan, reflecting the uncertainty in the 
minds of the committee as to the practicabili- 
ty of the proposal to transfer the great sums 
named out of the country. Of course, the 
credits in the Berlin bank can be transferred 
outside only as the exports of German prod- 
ucts create credits abroad. If exchange 
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transfers cannot be made without disturbing 
exchange rates unduly, the funds will ac- 
cumulate in the bank until the sum of 2,000,- 
000,000 gold marks has been reached. After 
that the Transfer Committee may invest the 
accumulations in Germany until a total of 
5,000,000,000 gold marks has been reached, 
and after that payments by the German goy- 
ernment may be reduced to simply equal the 
amounts actually transferred out of the coun- 
try. The committee has intended to be prac- 
tical, not to attempt to compel the impossible. 


One Obvious Defect 


Cr of the obvious defects of the plan is 
that it does not determine how many 
years the payments shall run, but this is not 
the fault of the committee, for it was re- 
quested to simply pass upon the ability of 
Germany to pay and recommend a plan for 
accomplishing currency reform and effecting 
the payments. It is to be noted, however, 
that the payments upon the bond issues will 
constitute approximately 40 per cent of the 
so-called standard payment, and these bonds 
will be extinguished by amortization in about 
37 years. That portion of the obligations 
therefore has a definite limit. 

The recommendation for a central bank to 
issue the country’s currency is along the 
usual lines of such institutions, except that 
foreign countries are to share in control pre- 
sumably only while reparation payments are 
being made or as they share in the capital. 

A foreign loan of approximately $200,000,- 
000 is one of the essential features at the 
outset, as it is relied upon to supply the gold 
funds required for the support of the bank 
and the currency. It is expected that ap- 
proximately one-half of this offering will be 
taken in the United States. There will be 
no dissent from the opinion that this country 
is interested in the success of the plan, and 
it may be expected that the bankers of the 
country will aid in such flotation if the condi- 
tions are such that they can safely do so. 
It cannot be stated too plainly, however, that 
the terms of the plan must be developed and 
made so explicit upon all points that no sub- 
sequent dispute or default will involve the 
lenders in the danger of loss. Disputes may 
be unavoidable and defaults may be beyond 
prevention, but there should be security for 
the bonds in any contingency. 


Bearing on Allied Debts 


INALLY, it is scarcely possible to sum 

up the results of this inquiry and report 
by competent experts, taking account of the 
universal approval which the report has re- 
ceived, without giving some thought to the 
bearing it has upon the indebtedness of 
European governments to the Government of 
the United States. In this country very 
little critical thought has been given to this 
indebtedness. Only Great Britain has begun 
payments, and the United States Government 
has shown an accommodating disposition 
toward the countries evidently not in position 
to begin. This report, however, setting forth 
the inherent difficulties which attach to great 
international payments, and proposing that 
the claims of the Allies upon Germany be 
reduced to less than one-third the annual 
sums heretofore agreed upon, will inevitably 
raise a question as to this and all interallied 
indebtedness. 

The French government has insisted here- 
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tofore that it must have as its share of 
reparations at the lowest, a sum sufficient to 
cover the internal bonds which it has issued 
to pay the cost of reconstruction work in the 
devastated districts, together with such pay- 
ments as it is required to make upon its in- 
debtedness to Great Britain and the United 
States. The so-called “standard payment” 
of the Dawes Report will give to France 
scarcely more than enough to pay the interest 
on the reconstruction bonds, without provi- 
sion for the principal of that debt or for any 
application upon the foreign debt. The in- 
debtedness to Great Britain and the United 
States is somewhat in excess of the recon- 
struction debt, and if France’s entire share of 
the standard reparations payment was ap- 
plied to this indebtedness little or nothing 
would be left for the reconstruction bonds. 
Under these conditions it may be expected 
that France will press very hard for some 
readjustment of her indebtedness to this 
country and Great Britain. 

As the war debts of European governments 
to the Government of the United States stand 
today, it would seem approximately all that 
Germany is likely to pay under the Dawes 
Committee plan will be required to cover 
them, and if we are to be the final recipient, 
all of these questions which have perplexed 
France and Great Britain about the manner 
in which payments shall be made will be up 
to us, and it is time we were thinking about 
them. 


Problem of Conversion 


VIDENTLY the problem of conversion 

is just the same as in case of payments 
from Germany to the Allies. It is impossible 
that these debts to the United States shall 
be paid in gold, and if it could be done, we 
would not want it done. Our importations 
of gold already present a troublesome prob- 
lem. We want to stop them rather than 
increase them. If we were to use our present 
gold reserves to their limit for the expansion 
of credit we would bring on a period of in- 
flation that would inevitably end in disaster. 
The fact is that we have more than our 
share of the world’s gold now. The value 
of the gold standard to us before the war 
was not simply in the fact that we had it, but 
that we had a common standard with other 
countries, as the basis of world trade, and 
the excessive stocks which we now have 
would be worth more to us if redistributed 
for the support of other monetary systems 
and the stabilization of exchanges. 

And if we do not want to be paid in gold, 
do we want to be paid in goods? One may 
be liberal in his views about a trade which 
has grown up gradually under normal con- 
ditions and yet have doubts about an influx 
of this kind. The trouble with these debts is 
that they were not created in normal trade; 
they never could have been created in normal 
trade; they resulted from a great one-way 
movement caused by the war, and largely 
from the high prices caused by the war. The 
goods which created the indebtedness were 
wanted for extraordinary purposes and did 
not come in competition with the products of 
the importing countries. On the other hand 
the goods in which payment would be made 
would be sold in ordinary trade, and it is 
natural that some uncertainty should be felt 
as to the effect. Modern specialized industry 
is easily thrown out of balance by abnormal 
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conditions. If the debtor countries could pay 
us by shipping in enough dwelling houses to 
forthwith relieve the housing shortage and 
give lower rents it would go far toward re- 
storing the economic balance and be of gen- 
eral benefit ; but the industries of other coun- 
tries are very much like our own, and the 
business community is afraid of an unusual 
volume of imports of a character competing 
with our own production. Whatever theories 
we may as individuals hold as to the readi- 
ness with which such adjustments are made, 
the fact is that the business community is ap- 
prehensive about them. At this very time 
the cotton goods industry in this country is 
depressed and mill companies and mill op- 
eratives are petitioning Congress to raise the 
tariff on imported cotton goods which are 
coming here in considerable quantities. But 
how else but by imports are these debts to 
be paid? 

We ought to take off our hats to Great 
Britain for the way she has walked up to 
the captain’s office and signified her intention 
of meeting her obligations. The British are 
a great commercial people and it is their 
habit to pay, but the situation after one year’s 
payments is not altogether encouraging. 
When the agreement was reached in January, 
1923, the pound sterling was worth about 
$4.65 ; it has been down since under $4.25 and 
at present is about $4.38. They have paid 
us $161,000,000 of which $23,000,000 was 
principal and $138,000,000 was interest, and 
the debt is greater in pounds sterling today 
than when the agreement was made. 

The effect of the payments is that we have 
Great Britain in every market of the world 
bidding for exchange on the United States 
in order to make them. The amount of ex- 
change on the United States is limited; it is 
just the amount created by sales to the 
United States, and demands for it from gov- 
ernments for the purpose of paying debts 
compete with demands from buyers who are 
wanting to buy our products. The effect of 
this competition is to raise the rates of ex- 
change on the United States in all the mar- 
kets of the world and to make it thore diffi- 
cult everywhere for the people to make pur- 
chases here. 

The fundamental trouble with this in- 
debtedness as with the reparations is that 
it is a great abnormal factor in inter- 
national relations, disturbing normal trade 
and throwing it out of balance. Normal 
trade is reciprocal and mutually advan- 
tageous. It stops whenever it ceases to be 
so, but these debts and reparations repre- 
sent transactions of a wholly different char- 
acter. They have been created by the war, 
and the Dawes Committee Report, coming 
nearly five years after the Peace Treaty was 
signed, shows that unless handled under- 
standingly they are almost as great a menace 
to peaceful business as war itself. 

I never have advocated a sweeping cancel- 
lation of these debts; I am not advocating it 
now ; but I am bound to say that it seems to 
me the situation requires more general and 
careful attention than it has received. 

At present we are in the position of insist- 
ing upon the payment of these debts, but re- 
fusing to accept payments in the only way in 
which it is practicable for them to be made. 
The effect is bound to be a disturbance of 
exchange rates which will make it more diffi- 
cult for European countries to reestablish 
their currencies on a gold basis. 
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U. S. Should Not Act Hastily 


on Debts 


opinion is frequently expressed that 
the people of this country never will 
listen to any suggestion for the reduction or 
modification of the indebtedness, but we have 
already modified the interest rate in the case 
of the British debt. The people of France 
have been thought to be even more unyield- 
ing in their insistence of full reparations 
from Germany. A practical people will do 
what appears to be for the best under exist- 
ing conditions. There have been good rea- 
sons why the United States should not act 
hastily in the cancellation of indebtedness, 
but rather should wait on developments in 
Europe. It is inevitable, however, that we 
shall take account of European conditions 
and of our interest in the accomplishment of 
a final and effective settlement. 

The Dawes Report scales down the claims 
of the Allies upon Germany, not because 
they were excessive with regard to the in- 
juries inflicted by Germany, or because it was 
influenced by appeals to generosity, but on 
the ground that to continue the attempt to 
collect the claims in full would lead to 
greater disorder even than thus far experi- 
enced and that the claimant nations them- 
selves have nothing to gain by that policy. 
It urges a practical settlement that will re- 
store order and open the way to peace, co- 
operation and prosperity. 

The findings of the Dawes Report and the 
principles laid down on it apply logically to 
all this international indebtedness arising out 
of the war and it would seem that we of this 
country are bound to accept their application 
where we are concerned, and to make such 
readjustments as are necessary on our part 
to complete an effective settlement all around 
and set the world in running order again. 
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The Baltimore Convention 
By RICHARD W. HILL 


Secretary of the American Institute of Banking 


HE month of May marks the close 
l of the educational work of the Ameri- 
can Institute of Banking for the cur- 
rent year. Although textbooks have been 
put away and lecture rooms closed, Institute 
committees and Institute men and women 
the country over are still hard at work pre- 
paring for the twenty-second annual con- 
vention, which will be held in Baltimore 
July 15, 16, 17 and 18. As the program is 
now taking form the convention this year 
shows promise of being the biggest and best 
ever ! 


The outstanding feature of the convention 
will, as heretofore, be the Departmental Con- 
ferences. These conferences will be held 
on all four days; on Tuesday and Thurs- 
day in the afternoon, and on Wednesday and 
Friday in the morning. The subjects which 
have been chosen for discussion are as fol- 
lows: 

Audits and Examinations 

Bank Administration 

Bonds and Investments 

Business Development and Advertising 

Checks and Collections 

Credits 

Foreign Exchange and Foreign Trade 

Savings Banks 

Trust Functions. 
The leaders of these conferences are all men 
prominent in the banking world, and they 
have prepared so comprehensive a program 
that none of the delegates and guests can 
fail to carry away with them much infor- 
mation which will prove helpful in their daily 
work. 


Another feature of the convention that 
will be emphasized especially this year 
is the group of conferences that has been 
arranged for Thursday morning—namely, 
Chapter Presidents, Women’s, Public Speak- 
ing and Debate, and Chapter Publications 
conferences. The programs which are be- 
ing mapped out for these conferences are 
arranged with the idea in view of giving 
the representatives of the various chapters, 
who attend the sessions, information which 
will enable them to utilize the resources of 
their chapters to the greatest possible ex- 
tent during the coming year. 


On the evening of the first convention 
day the annual debate will be staged be- 
tween Portland and Kansas City Chapters 
at the Fifth Regiment Armory, which has 
become famous as the place where the late 
Woodrow Wilson was first nominated for 
the presidency. The subject which has been 
selected for debate will be: Resolved, That 
the United States should grant immediate 
independence to the Philippines. It is antici- 
pated that the debate this year will draw 
an unusually large and enthusiastic crowd, 
for the contesting chapters have each won 
three out of three interchapter debates. 


HE social events that have been planned 

include a trip to Annapolis by boat on 
Wednesday afternoon, a visit to the Mary- 
land Casualty Company’s plant on Thurs- 
day evening, the farewell dance on Friday 
evening, and a trip to Washington, D. C., 
and Mount Vernon as the guests of Wash- 
ington Chapter on Saturday. 

This brief survey of the plans for the 
Baltimore Convention does not by any means 
cover the entire program, but it gives an 
idea of what the convention holds in store 
for the delegates and guests. Every min- 
ute of the four days will be full to overflow- 
ing. 


Print It on All Forms 


N view of the recent decision of the Su- 

preme Court of the United States in 
Federal Reserve Bank of Richmond v. Mal- 
loy (discussed in an article in the April 
JournaL), the following is suggested by 
Thomas B. Paton, Jr., Assistant General 
Counsel, as a form of contract between 
banks and their customers to protect banks 
from the effect of such decision: 


Right is reserved and the bank is authorized 
to forward items for collection or payment di- 
rect to the drawee or payor bank or through 
any other bank at its discretion and to receive 
agg in draft drawn by the drawee or other 
anks, and except for negligence, this bank shall 
not be liable for dishonor of the drafts so re- 
ceived in payment, nor for losses thereon. 


It is recommended that this be incorpo- 
rated in the agreement between banks and 
their depositors, the same to be printed on 
all deposit slips and other forms. 
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